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Ten Year Summary of Production (Figures are in short tons unless otherwise noted and indicate Texasgulf’s share) 


Product 1976 
Sulphur (long tons) 2,311,000 
Oil & Condensates (barrels) 229,600 
Gas (million cubic feet) 14,905 
Potash 598,600 
Sulphuric Acid 1,687,600 
Phosphoric Acid (as 54% P20s) 950,800 
Dry Phosphate Fertilizers 517,700 
Copper Concentrates 234,700 
Zinc Concentrates 474,200 
Lead Concentrates 38,600 
Silver (troy ounces inconcentrates) 10,415,000 
Cadmium Metal (Ibs. in concentrates) 2,360,000 
Zinc Metal (from Tg Zinc Plant) 107,700 
_ Iron ore sinter fines 885,600 
Iron ore pellets 442,700 
Gypsum (sales) 119,000 
Tin (Ibs. in concentrates) 410,300 
Hydrofluosilicic Acid (as 100%) 2,100 
Dicalcium Phosphate 38,900 
Limestone 74,300 
Soda Ash 37,000 


1975 
2,151,000 
259,200 
18,487 
529,800 
1,533,300 
884,200 
450,600 
238,400 
504,700 
31,600 
9,235,000 
2,555,000 
93,000 
728,000 
395,100 
130,000 
628,400 
100 
16,100 
60,700 


1974 
2,494,000 
248,900 
20,754 
616,200 
1,560,000 
869,400 
461,500 
241,200 
580,400 
36,200 
10,553,000 
3,151,000 
107,900 
738,400 
429,300 
129,000 
486,200 


1973 
2,639,000 
248,700 
17,786 
513,800 
1,137,000 
605,700 
345,500 
206,900 
589,900 
36,900 
10,691,000 
2,960,000 
107,100 
460,000 
387,000 
115,000 


1972 

2,868,000 
244,000 
17,861 
518,400 
1,035,000 
594,300 
405,700 
182,200 
616,700 
42,100 
13,039,000 
3,034,000 
60,100 
156,200 
34,500 
58,000 


1971 
2,839,100 
226,000 
14,836 
266,900 
744,000 
477,500 
281,000 
182,100 
590,800 
61,900 
12,720,000 
3,214,000 


1970 
2,955,500 
277,000 
11,646 
430,800 
670,000 
435,100 
298,800 
172,000 
582,800 
70,400 
13,023,200 
3,201,000 


1969 
3,043,700 
304,000 
10,657 
440,100 
686,000 
439,700 
365,600 
184,000 
582,100 
93,900 
13,822,000 
3,156,000 
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3,030,000 
289,100 
10,000 
410,000 
697,000 
443,600 
409,000 
205,400 
562,500 
96,000 
13,968,000 
3,049,000 


1967. 


3,031,000 @ a 


297,900 


9.55755 


338,000 
525,700 


325,000 
275,600 
205,000 


432,000 
43,000 
7,800,000 
1,989,000 
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Agricultural Chemicals 


1976 Highlights 


Depressed prices resulted in lower income in 1976 on higher 3 
sales volume. 


Agricultural Chemicals Division sales increased but income 4 
was lower. Current phase of phosphate expansion completed. 


Industrial Chemicals 
Potash production in Utah and Saskatchewan increased. 6 


Soda ash mine and plant began production in October. 8 


Recovery from recession by sulphur consuming industries 10 


Metals was disappointing. 


Metals Division sales increased but income was slightly 12 
lower. 


Kidd Creek mine and concentrator expansion and construc- 13 
tion of copper smelter and refinery continued. 


Oil and Gas 


New zinc-lead mine on Baffin Island in which Texasgulf has 16 
an interest began operations. 


Oil and Gas Division sales and income increased. 18 


Exploration drilling continued on base metal sulphide deposit 22 
at Izok Lake. 


Minerals Exploration 


Evaluation of Cerro Colorado copper deposit in Panama 26 
included additional drilling and driving an adit. 


Robe River iron ore production increased. Marandooironore 26 


Forest Products project in Western Australia awaits sales contract. 


Financial Review and Statements. 30 


Annual Meeting. The annual meeting of shareowners will be held in 
the Houston Club Building, Houston, Texas on Thursday, April 28, 
1977. Notice of the meeting, proxy statement and proxy will be sent 


International to shareowners on or about March 28, 1977. 


Texasgulf’s Form 10-K Report to the Securities and Exchange Com- 
mission for 1976 will be available upon request to the Corporate 
Secretary, Texasgulf Inc., High Ridge Park, Stamford, Conn. 06904. 


About the Cover. A dramatic view of the open pit of the Kidd Creek 
Mine as seen from a breakthrough from the underground mine 400 
feet below the surface. Transition from open pit to underground 
mining will be completed in 1977. 


Texasgulf Inc. and Subsidiaries 


Comparative Highlights 


1976 
Sales scsi 4). ites Bee es cna ae team eee $ 480,540,000 
Net inCOMe: sist eee eee eee $ 62,914,000 
Net income per common share .............. $ 2.05 
Dividends paid per common share ........... $ 1.20 
Working Capital-.33 se ee er eae $ 244,168,000 
Ratio of current assets to current liabilities .... 3.6 to 1 
Total assets ioc SSrsca eae e $1,372,602,000 


Long term debt, less current maturities ...... $ 266,176,000 


Stockholderssequity, cee eee ee $ 795,393,000 


1975 
$ 444,645,000 
$ 103,224,000 


$ 3.37 
$ 1.20 


$ 178,315,000 

2.6 to 1 
$1,155,738,000 
$ 227,913,000 
$ 619,934,000 


1974 
$568,526,000 
$147,300,000 


$ 4.83 
$ .98 


$183,842,000 

2.3 to 1 
$976,937,000 
$134,729,000 
$551,159,000 


Number of employees as of Dec. 31......... 5,340 4,874 4,345 
Number of shareowners of record Dec. 31..... 62,289 64,534 66,881 
Average number of common shares outstanding 30,735,287 30,615,846 30,483,276 
*Restated. See note 4, page 37. 
Sales Income* 
(Amounts in (Amounts in 
Millions) Millions) 
Division 1976 1975 1976 1975 
Agricultural Chemicals: ...2. A.) ce ee ee ee eee $148.7 $139.2 $ 21.9 $ 47.6 
Industrial Chemicals 3.5. s-.o 5 ee. ta eo ers ee eee 117.8 128.9 24.1 38.6 
Metals? ai scsisrtice cera s alec sia ern cee arene che eee ee os tee ema 230.5 195.9 104.0 109.4 
Oil and Gas ois og. ek BOs Ss eee eee Pe eee ce 13.8 11.8 6.7 5.1 
Other, including elimination of interdivision sales ................... (30.3) (31.2) Ont 4.2 
$480.5 $444.6 $162.4 $204.9 


*Excluding interest income and expense, corporate administrative expense, exploration expense and income taxes. 


Distribution of Sales Revenue (1976) Distribution of Income Before Taxes 


Materials, Supplies, etc. 23% 35% Income Taxes 
Salaries and Fringe 22% 38% Dividends to 
Benefits Shareowners 
Energy 14% 27% _ Reinvested in 
Taxes on Property, 3% Business 
Payroll, etc. 100% 


Depreciation and 6% 
Amortization 


Interest 5% 
Exploration 4% 


Selling, General and 3% 
Administrative 


Income 
Before Taxes 


100% 


20% 


To Our Shareowners: 


1976 was a disappointing year. Pro- 
duction and sales of most products 
increased but earnings progressively 
declined during the year because of 
depressed prices and higher costs. 
The outlook for 1977 is favorable and 
we remain confident of the long-term 
growth in demand for all of Texas- 
gulf’s products. 

Sales increased 8% from $444.6 
million in 1975 to $480.5 million in 
1976, but net income declined 39% 
from $103.2 million, or $3.37 per share 
in 1975 to $62.9 million, or $2.05 per 
share in 1976. 

Approximately 35 per cent of the 
decrease in income before taxes for 
1976 was attributable to lower agri- 
cultural chemicals operating profit, 
primarily because of lower prices. 
Industrial chemicals income also de- 
clined because of lower sulphur sales 
volume and higher costs. Higher 
metal sales volumes, except for zinc 
concentrates which declined, were 
more than offset by lower prices and 
increased costs. 

Income before taxes was also re- 
duced approximately $16,800,000 by 
the combination of higher interest 
expense and reduced interest 
income, attributable to the major cap- 
ital projects under way. Exploration 
also accounted fora portion of the de- 
cline, being about $6,000,000 higher 
than in 1975. An additional $5,000,000 
decline was caused by the impact of 
foreign currency exchange and trans- 
lation losses due to the relative 
strength of the Canadian dollar in 
1976 as compared with 1975. 


Product inventory increased to 
$192,508,000 in 1976 from $139,460,- 
000 in 1975. At December 31, 1976 
inventory tonnage included: 


Sulphur 3,946,700 
Zinc concentrates 166,400 
Zinc 48,800 
Copper 14,700 
Phosphoric acid 

(100% P20s) 14,500 
Dry phosphate fertilizers 45,900 
Potash 195,800 


Production of soda ash, a major 
addition to the company’s product 
line, began in the fourth quarter of 
1976 and should make a significant 
contribution to sales and earnings in 
USTAE 

On September 30, 1976, the 
Nanisivik zinc-lead-silver mine and 
concentrator on Baffin Island, the 
northernmost mining operation in 
North America, began production on 
schedule. Texasgulf retains a 35% 
net profits interest in this operation 
after the recovery of exploration and 
development expenditures and pro- 
duction financing. 

During 1976 Texasgulf continued to 
emphasize the important characteris- 
tics and major strengths which make 
it a unique natural resources com- 
pany: 
eA policy of long-term growth and 

diversification 
e Strong reserve position in many 

natural resources 


e Expertise in production, marketing 
and technology 
e Outstanding capabilities in explora- 
tion 
eA unique relationship with em- 
ployees 
Recognition by the financial com- 
munity of these characteristics con- 
tributed to the successful completion 
of major financing. The company sold 
3 million shares of convertible pre- 
ferred stock at $50 per share in De- 
cember 1976. One-third of the offering 
was sold to Canada Development 
Corporation (CDC) at the public offer- 
ing price but without deduction for 
underwriting fees. CDC also owns 
approximately 30% of the outstand- 
ing shares of Tg’s common stock. 
Progress was made toward 
achievement of Texasgulf’s long- 
range goals. Operations in 1976 are 
reviewed in the following pages. 


Agricultural Chemicals Division 


Operating Statistics 


(All dollar amounts in millions) % 


1976 1975 Change 
Sales 6 woe te ee ee $148.7 $139.2 + 68 
Division:incOMme s.25e ee eee $ 21.9 $ 47.6 — 54.0 
Capital expenditures... 4-4 eee $ 89 $ 73.8 — 87.9 
Property, plant and equipment, net........ $262.2 $264.7 —- 9 


Production (short tons) 


Phosphate rock. 7 eee 2,151,500 1,862,600 + 15.5 
Phosphoric acid as 54% P20s5............ 950,800 884,200 + 7:5 
Dey fertilizers: 4. 2365 ee ee 517,700 450,600 + 14.9 
Feed phosphates) ce eee 49,300 16,100 +206.2 
Limestone products: 4.4 eae eee 74,300 60,700 + 22.4 
Potash! as... c3o fo. oe ee ee 598,600 529,800 + 13.0 
Sales 
(All dollar amounts in millions) 
1976 1975 
$ % $ % 

Phosphate rock 2.2732. =e eee oes 3.8 2.6 aS) 4 
Phosphoric ‘acid... ene ene eee re 57.0 38.3 58.8 42.2 
Dry fertilizers 2... 24 eee ee ey 48.2 32.4 55.4 39.8 
Feed phosphatesi.. 2) 1 eee 8.0 5.4 3.0 22 
Limestone products ............ erates 1.0 off nr a) 
Potash oss): nd eee eee eee 29.3 19.7 19.7 14.1 
10] | t=) Gann Petes ian Rn ae yO ayy 1.4 9 1.1 8 

148.7 100.0 139.2 100.0 


At the Lee Creek phosphate opera- 
tion in eastern North Carolina 

land on mined out areas is being 
reclaimed and used to grow crops 
and graze cattle. 


The Agricultural Chemicals Division 
includes the phosphate mine and 
chemical complex at Lee Creek, North 
Carolina; the feed ingredients plant 
at Weeping Water, Nebraska; the pot- 
ash mine near Moab, Utah; the Allan 
potash mine near Saskatoon, Sas- 
katchewan; the liquid fertilizer plant 
at Mt. Olive, North Carolina, and the 
administrative and marketing divi- 
sion headquarters at Raleigh, North 
Carolina. 
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Mining production capacity at the Lee Creek phosphate operation was increased in 1976 by the addition of a 30-inch suction 


dredge and a new 50-cubic yard dragline. The suction dredge shown in operation above will also facilitate land reclamation by 
pumping some of the overburden to mined out areas. 


Product tonnage sold in 1976 in- 
creased 36%, but division income 
decreased as a result of higher costs 
and severe price deterioration in 
phosphate products. 


Lee Creek mining and production 
facilities expanded 


The most recent expansion program 
at the Lee Creek, North Carolina, 
phosphate fertilizer complex was 
completed during 1976. The fourth 


sulphuric and phosphoric acid units 
which started up in the last quarter of 
1975 increased production capacity 
by 170,000 tons to a total of 680,000 
tons of 100% P2Os per year. 

A new 255,000 tons-per-year gran- 
ular triple superphosphate plant and 
a new superphosphoric acid unit with 
an annual capacity in excess of 
125,000 tons of 70% P2Os were com- 
pleted at the end of 1975. Both plants 
began production in the first quarter 
of 1976. Two additional 500,000 tons- 
per-year fluid bed phosphate rock 


calcining units began operations in 
January, 1976. 

A new 30-inch Ellicott suction 
dredge was completed and began re- 
moving overburden in February, 1976. 
A new 50-cubic yard Marion dragline 
began operating in June. The addi- 
tion of the dragline and dredge will 
increase the mining capacity from an 
ore mining rate of 3.5 million tons of 
phosphate concentrates to 5 million 
tons per year. This will provide suf- 


Agricultural Chemicals Division 


The most recent expansion program 
of phosphate fertilizer production 
facilities was completed in 1976. The 
fourth sulphuric and phosphoric 
acid units shown in the foreground 
increased production capacity to 

a total of 680,000 tons of 100% P20, 
per year. 


ficient rock to supply the expansion 
of acid plant production from the 
present 680,000 tons of P2Os per year 
to 1 million tons, plus the rock re- 
quired for triple superphosphate pro- 
duction and about 500,000 tons of 
phosphate rock for sale each year. 

At Lee Creek Texasgulf owns or 
leases about 35,000 acres containing 
approximately 2.2 billion tons of 
phosphate sands averaging about 
13% P2Os, of which 1.2 billion tons 
are proven recoverable reserves. 


North Carolina liquid fertilizer 
plant added to Tg operations 


A liquid fertilizer facility was acquired 
in June, 1976. The plant, located in 
Mt. Olive, N.C., about 115 miles west 
of Lee Creek, produces a clear 10- 
34-0 liquid fertilizer base material, 
designated ‘‘Tgreen.” With increased 
use of liquid fertilizers, sales from the 
Mt. Olive plant are expected to in- 
crease to about 1,000 product tons 
per month over the next few years. 


Cane Creek operations 


Production of potash at the Cane 
Creek Mine near Moab, Utah in- 
creased slightly in 1976. Improved 
operating techniques of the solar 


-evaporation ponds and lower than 


normal rainfall in 1976 contributed to 
the increase. 

Experimental work on solution min- 
ing outside of the old underground 
mine workings continued. Two new 
test wells were completed in late 
1976. Three test runs using sprays to 
increase evaporation rates were con- 
ducted and new harvesting tech- 
niques were tested. 

Potash bearing material potentially 
recoverable by solution mining from 
the former underground mine is esti- 
mated to total more than 9 million 
tons of 17.2% KO. 


Allan Potash Mines 


Production at Allan Potash Mines in 
Saskatchewan increased by 20% in 
1976. Substantial capital expendi- 
tures are needed to bring Allan pro- 
duction capability to the full design 
capacity of 1.5 million tons per year 
of potash. 

At present consideration of addi- 
tional private investment in Saskatch- 
ewan faces two major barriers—a 
confiscatory reserve tax and the gov- 
ernment threat of purchase or expro- 
priation of all potash properties. To 
enable the mines to operate profit- 
ably the reserve tax must be re- 
placed by a reasonable tax on net 
profits. 

Under the provincial Potash Devel- 
opment Act of 1976, the Government- 


Production of potash at the Cane Creek Mine near Moab, Utah, increased slightly in 1976. Operating techniques of the solar 
evaporation ponds continued to improve. 


owned Potash Corporation of 
Saskatchewan (PCS) may expropriate 
some or all of the 11 potash producing 
mines in the Province. One potash 
mine has been acquired by PCS and 
several others have been evaluated 
for purchase or expropriation. 

PCS approached Texasgulf and the 
other owners in late January, 1977 
with a request to carry out an evalu- 
ation of the Alian Potash Mines and 
plant. The evaluation is expected to 
begin in March and will take several 
months to complete. Whether this will 
result in a government offer to buy or 
expropriation of the property is not 
known. Meanwhile, the current pro- 


gram to improve operations has 
shown good progress and will 
continue. 

Allan Potash Mines is owned 40% 
by Texasgulf, 40% by U.S. Borax, and 
20% by Swift. 

Reserves at Allan are 1.68 billion 
tons of ore averaging 24.3% K20. 


Export sales 


Texasgulf’s export sales of phosphate 
fertilizer materials are marketed by 
the Phosphate Chemicals Export 
Association, Inc. (Phoschem), a 
Webb-Pomerene Act corporation. 
Texasgulf’s potash from the Allan 
mine is marketed offshore by 
Canpotex. 


Fertilizer marketing trends 


Phosphate fertilizer prices fell pro- 
gressively during 1976. Late in the 
fourth quarter, however, prices firmed 
and have since increased. Potash 
prices remained much the same 
throughout the year. 

World consumption of phosphate 
fertilizer materials increased from 
23 million tons in 1975 to 24 million 
tons in 1976. World production in 1976 
totaled 25 million tons, compared with 
25.7 million tons in 1975. 

World consumption of potash in- 
creased to 21.5 million tons in 1976 
from 20 million tons in 1975. World 
production of potash was 23.3 million 
tons in 1976, compared with 23.6 mil- 
lion tons in 1975. 


Industrial Chemicals Division 


Texasgulf’s new soda ash process- 
ing plant started up in October. 
Initial design capacity of 1 million 
tons per year can be readily 
expanded to 2 million tons. 


Operating Statistics 
(All dollar amounts in millions) 


1976 1975 Change 
Sales: iu. 4.23.6 6s Fe Oe ee eee $117.8 $128.9 — 86 
Division: INCOMO 2. s.15- ae eee $ 24.1 $ 38.6 — 37.6 
Capital expendituresv eer $ 68.8 $ 92.4 — 25.5 
Property, plant and equipment, net ........ $218.7 $156.9 + 39.4 
Production 
Sulphur (long.tone) sree rae eee ie 2,311,000 2,151,000 + 7.4 
Soda.ash (short:tons)): 7 case se eee eee 37,000 _ _ 
Sales 
(All dollar amounts in millions) 

1976 1975 

$ % $ % 
Sulphufics cites eee eee 1175 99.7 128.9 100.0 
Soda ash... soe ee er er eee Oo 3 — — 

117.8 100.0 128.9 100.0 

The Industrial Chemicals Division Soda ash plant began 


includes the production and sales of 
soda ash and sulphur. The first pro- 
duction and sales of soda ash began 
in the fourth quarter. 


production on schedule in 1976 © 


Soda ash became Texasgulf’s latest 
major diversification. The first circuit 
of the new plant near Granger, Wyo- 
ming started production on October 
7. Two circuits designed to produce a 
total of one million tons of soda ash 
per year were in operation in Novem- 
ber. First shipments to customers in 
the United States and Canada have 
been well received. 

Soda ash is sodium carbonate 
which is widely used in the glass and 
chemical industries and in many 
other industrial processes. Soda ash 
processed from trona is in increasing 
demand with the continued closings 
of synthetic (Solvay) plants because 
of high operating costs and environ- 
mental problems. 


Aerial view of the new soda ash plantin > 
southwestern Wyoming. A 4.5-mile spur 
connects the piant to the main line 

of the Union Pacific Railroad. 


ey, x 
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Industrial Chemicals Division 


The boiler plant, heart of efficient 
operations at the Newgulf, Texas 
Frasch sulphur mine, has been 
maintained in “mint” condition 
over the years. 
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Texasgulf’s Wyoming trona re- 
serves of about 176 million tons of 
Ore are adequate to sustain large 
scale production for many decades: 
Both the trona mine and soda ash 
processing plant were designed so 
that production can readily be ex- 
panded to 2 million tons of soda ash 
per year. About 1.8 tons of ore are 
mined for each ton of soda ash pro- 
duced. 

The orebody was discovered by 
Texasgulf in 1963 and consists of 
two flat-lying beds at depths of 1,370 
and 1,420 feet. The beds are rela- 
tively consistent in thickness and 
grade and average about 90% pure 
trona, suitable for processing into a 
high quality, dense product. 

The soda ash mine and plant are 
connected to the main line of the 
Union Pacific Railroad by a 4.5 mile 
spur. 

Mine development included the 
sinking of a 16-foot diameter shaft to 
a depth of 1,495 feet and a 22-foot 
diameter shaft to a depth of 1,560 feet. 
The ore is mined by the room and pil- 


lar method using continuous miners. 

The surface facilities have been 
designed to blend naturally with the 
Wyoming sagebrush landscape. More 
than $14 million have been spent on 
the latest environmental control 
equipment. The plant is the first soda 
ash operation designed to use coal 
instead of oil or natural gas, drawing 
on Wyoming’s ample coal supplies 
for its fuel. 

The soda ash plant and mine are 
staffed by 350 employees. The opera- 
tion attracted many new employees 
to the area and Texasgulf built 225 
permanent homes in nearby Green 
River. 

Consumption and production of 
soda ash produced in the United 
States were about the same in 1976, 
totaling 7.7 million tons. About 550,000 
tons were exported. Natural soda ash 
production increased to 5.3 million 
tons, which offset a decline of 2.4 mil- 
lion tons in synthetic output. 

The price for soda ash was in- 
creased by $4.00 in late February, 
1977 to $55 per ton, effective April 1. 


Texasgulf’s sulphur 
inventories increased 


Texasgulf’s sulphur inventories in- 
creased to 3,946,700 long tons as pro- 
duction was up and sales volume was 
down. 

Production from Texasgulf’s Frasch 
sulphur mines in Texas and Louisiana 
increased about 13.3% during the 
year amounting to a total of 1,793,800 
long tons. 

Production costs continued to rise. 
Sulphur produced by the Frasch 


process requires the heating of sev- 
eral million gallons of water daily. 
Energy costs in the Frasch operations 
increased 38% in 1976 over 1975. 

The Fannett Frasch sulphur mine 
in Jefferson County, Texas was closed 
March 1, 1977 because of the high 
cost and scarcity of natural gas, the 
increase in other production costs, 
the depletion of reserves and the 
company’s large sulphur inventory. 

Fannett began production May 1, 
1958 and during its 19 year life 
yielded approximately 3,500,000 long 
tons of sulphur. In 1976, Fannett pro- 
duced 167,000 long tons. 

Texasgulf’s production of recov- 
ered sulphur in Alberta was slightly 
above 1975, amounting to 273,400 
long tons. 

Sulphur production at the Texis- 
tepec mine operated by Compania 
Exploradora del Istmo (CEDI) in Mex- 
ico, in which Texasgulf has a 34% 
interest, amounted to 716,600 long 
tons. 


Sulphur marketing 
outlook is favorable 


Domestic Frasch sulphur prices re- 
mained unchanged from the 1975 
level of $65 per long ton f.o.b. Tampa, 
Florida. Prices in Canada and over- 
seas dropped $5 to $10 per ton. 
World sulphur consumption in- 
creased from 44.8 million long tons in 
1975 to 46.3 million long tons in 
1976. Worid production in 1976 was 
51.1 million long tons compared with 
50 million long tons in 1975. Since sul- 
phur consumption has _ historically 
been closely related to the index of 
industrial production, a significant 
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The Whitecourt recovered sulphur plant near Edmonton is one of four in Alberta 


in which Texasgulf has an interest. Sulphur produced by recovery from sour natural 


gas increased slightly. 


recovery from the recession would 
quickly reduce the imbalance be- 
tween consumption and production. 
The outlook for sulphur is favor- 
able. Demand is projected to increase 
steadily with improvements in the 
world economy and with growth in 
the phosphate fertilizer and chemi- 
cal industries. More than half of the 
sulphur consumption is in the manu- 
facture of phosphate fertilizers. 
New commercial uses of sulphur 
presently being studied offer excel- 
lent market potential. Among new 
developments is the use of sulphur 
as a substitute for asphalt in road 
paving material. Preliminary test re- 
sults in the United States, Europe and 


Canada are encouraging. Depending 
on the process used, as much as 7 
million tons of sulphur annually could 
be required in the United States alone 
for road paving, resulting in saving 
large quantities of oil normally used 
in manufacturing asphalt. 

Texasgulf markets sulphur in Can- 
ada, the United States, and various 
foreign countries. Four sulphur 
tankers, a network of liquid sulphur 
terminals, and a fleet of inland water 
barges and tank cars are used in 
supplying sulphur to both North 
American and export markets. 

Texasgulf’s recoverable sulphur 
reserves are estimated at more than 
35 million long tons, including its 
share of reserves in Mexico. 


Metals Division 


End View of 
Kidd Creek Mine 
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Operating Statistics 
(All dollar amounts in millions) 


Sales) shee ee Oe ee ee ee 


Capital expenditures ................ 
Property, plant and equipment, net.... 


Production (short tons) 


Ore milled serena eee eee 
Copper concentrates -...4..5. 1.6045 
Lead concentrates ................6. 
Zine concentrates... eee 
ZINC ce cate hist eee ae Rea ne eee 


Cadmium (pounds in concentrates) 
Silver (troy ounces in concentrates) 


Tin (pounds in concentrates) ........ 


Sales 
(All dollar amounts in millions) 


Coppers . 2.0.0 mie eee eee 


ZING 60.8 wc oa ca ee ee 


1976 1975 Change 
,o-. $230.5 $195.9 tealdads 
oon | SIOAO $109.4 — 7a 
weds whee) $ 52.6 +34.0 
.... $317.4 $262.0 +24et 
.... 3,574,000 3,630,000 ete) 
Sow 234,700 238,400 — 71.0 
cons 38,600 31,600 aera 
Shae 474,200 504,700 ="6.0 
naa 107,700 93,000 +15.8 
.... 2,360,000 2,555,000 1400 
Bone 10,415,000 9,235,000 +12.8 
Beare 410,300 628,400 —34.7 
1976 1975 
$ % $ % 
Amo ANY 34.4 58.9 30.1 
ant 7.8 3.4 6.7 3.4 
ee yy 18.4 60.2 30.7 
ee 31.9 46.0 23.4 
Bion 4.7 2.0 7 4 
Sani @ Cab 9.5 2G 11.1 
Sines 1.0 4 12% 9 
230.5 100.0 195.9 100.0 


Kidd Creek Mine and concentrator 
production at high level 


Production at the Kidd Creek Mine 
and concentrator in Timmins, Ontario, 
continued at a high level in 1976. 
During 1976 mining continued from 
both the open pit and the under- 
ground mine. About 1.55 million tons 
of ore were mined from the open pit 
and 2.05 million tons from under- 
ground. Mining in the open pit will be 
completed in 1977 as the under- 
ground comes up to full capacity. 


year proceeded satisfactorily in 1976. 


Backfilling to permit 100% recov- 
ery of the underground ore began in 
1976. One stope was backfilled from 
the surface during the year with a 
lean concrete mix of cement, water 
and crushed waste rock from the 
open pit. The backfill appears to be 
very satisfactory. Good progress was 
made on the underground backfill 
distribution system, and mined-out 
stopes are scheduled for backfilling 
early in 1977. 

Underground mining was concen- 
trated on the 800 and 1,200-foot levels 
while development continued on the 


Construction of facilities to expand productio 
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1,600-foot level. Supplies of devel- 
oped, drilled and broken ore were 
increased as planned to facilitate fu- 
ture mining. The use of highly effi- 
cient, large rotary drilled blastholes 
for stoping was increased and a new 
sequential blasting technique was 
developed to eliminate blasting dam- 
age from the large explosive charges 
contained in the holes. Texasgulf is 
the world leader in the development 
and use of underground rotary drill- 
ing and sequential blasting. 


n and processing of ore at the Kidd Creek mine from 3.6 to 5 million tons of ore pe 


2%. 
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Kidd Creek expansion progresses 


The expansion program to increase 
production and processing of ore 
from 3.6 to 5 million tons per year 
proceeded satisfactorily. Construc- 
tion of the fourth circuit in the con- 
centrator, the No. 2 shaft headframe 
and supporting facilities at the mine 
and metallurgical sites are on sched- 
ule. Sinking the No. 2 shaft has been 
somewhat slower than originally 
planned. 

The No.2 shaft has reached adepth 
of more than 4,400 feet below sur- 
face. Eight stations have been cut at 


Metals Division 


More than 2 million tons of ore were 
mined from the underground in 1976. 
Texasgulf is a leader in the devel- 
opment and use of rotary drilling 
and sequential blasting in under- 
ground mining. 
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200 foot intervals between the 2,600 
and 4,000-foot levels. On completion 
of sinking to a depth of 5,100 feet in 
mid 1977 the shaft will be furnished 
with galvanized steel members. Hoist- 
ing should start early in 1978, allowing 
development and construction of the 
ore crushing and transport systems 
necessary for production. Work is al- 
ready in progress developing the 
block of ore between the 2,600- and 
2,800-foot levels so that mining can 
commence in the No. 2 mine as soon 
as the shaft and ore handling facilities 
are ready. 


Copper smelter and refinery 
construction and concentrator 
expansion 


Construction continued during 1976 
on expanded facilities for the Kidd 
Creek concentrator and the new 
copper smelter and refinery at the 
metallurgical site. 

A new services building for the zinc 
plant has been completed. It provides 
improved changehouse facilities for 
the zinc plant and office space re- 
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Piles were driven to support buildings 
and machinery for the new copper 
smelter and refinery at Kidd Creek. 


quired for the concentrator expan- 
sion and the copper smelter and 
refinery. In the concentrator, con- 
struction of the expanded ore load-in 
station, crushing plant and concen- 
trate drying and shipping facilities is 
well underway. 

Overall construction of the copper 
smelter and refinery is about 10% 
complete. Piles have been driven, 
construction of. the main foundation 
for the smelter building is nearly com- 
pleted and work on the smelter acid 
plant has started. The smelter build- 
ing and refinery tankhouse will be 
erected in 1977. Start up for the 
smelter and refinery is scheduled for 
late 1979. 


Ore reserves 


From the start of operations in No- 
vember, 1966 through December 31, 
1976 the Kidd Creek Mine produced a 
total of 35.8 million tons of ore that 
assayed an average of 1.60% copper, 
0.36% lead, 9.36% zinc and 4.09 
ounces of silver per ton. 

At the end of 1976 ore reserves 
above the 2,800-foot level were esti- 
mated at 89 million tons. Of that total 
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85 million tons were classified as 
proven and probable ore containing 
an estimated 2.73% copper, 0.22% 
lead, 6.08% zinc and 2.30 ounces of 
silver per ton. An additional 4 million 
tons were classified as inferred ore. 

The deepest drill hole to date indi- 
cates good copper mineralization at 
5,000 feet. The orebody is open at 
depth and horizontally at many levels. 
Texasgulf is confident of being able 
to produce at the rate of 5 million tons 
of ore per year for more than 25 years. 
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Metals market trends 


In 1976, metal markets followed trends 
in the world economy with a growing 
optimism during the first three quar- 
ters of the year but with a degenera- 
tion in both consumer confidence 
and prices during the fourth quarter. 

Texasgulf’s zinc price in the U.S. 
began and ended the year at 37.5 
cents a pound for special high grade 
zinc (SHG). In August, Texasgulf in- 
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Aerial view of the Kidd Creek metals operation. Fourth circuit is being added in the concentrator building. 


creased the price of SHG to 40.5 
cents, but withdrew the increase in 
September as the market weakened. 
The European producer price, appli- 
cable to Texasgulf zinc concentrate 
sales, remained steady at 36 cents 
throughout the year. 

Zinc metal sales were up by 60% 
over 1975. A very slow fourth quarter 
resulted in an increase in Texasgulf 
year-end inventories. 

Copper prices increased in April, 
1976 from 66 cents to 70 cents a 
pound and in early July to 74 cents, 
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Metals Division 
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In 1976 production began at the first commercial mine north of the Arctic Circle in 
North America on Baffin Island. At the left (1) is the concentrator designed to 
produce at an annual rate of about 130,000 tons of zinc concentrates and 10,000 tons 
of lead concentrates with some silver. In the center (2) is the adit to the deposit 
discovered by Texasgulf in 1957. Townsite facilities at far right (3) include an igloo- 
shaped recreation center. 
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Copper Prices Zinc Prices — Silver Prices but lost these gains in the second 
(cents per lb.—monthly aver.) (cents per |b.—monthly aver.) (dollars per oz.—monthly aver.) half. Texasgulf’s sales continued 


91 42 $5.60 good, and shipments exceeded pro- 
duction. Copper prices in the U.S. 
and Canada increased from 65 to 68 
cents a pound in late January, 1977, 
and to 71 cents a pound in March. 
Silver demand during 1976 was 
good. The price varied between $3.81 
and $5.10 per ounce. The price early 
in 1977 was about $4.75 per ounce. 
Tin prices strengthened during the 
year, rising from $2.85 to approxi- 
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mately $4.05 per pound at year end. 
The price early in 1977 was about 
$5.00 per pound. 

Cadmium prices increased during 
1976 from $2.00 to $3.00 per pound 
and appear to be improving. Demand 
was good and shipments exceeded 
Texasgulf production. 

Lead prices began the year at 19 
cents a pound but increased during 
the year to 26 cents a pound. In Feb- 
ruary, 1977 the price increased to 31 
cents a pound. 


Ws 


Baffin Island zinc-lead-silver 
operation startup 


On September 30, the first zinc con- 
centrate was produced from Baffin 
Island’s Nanisivik mine. The design 
capacity is 130,000 tons per year of 
zinc concentrates and 10,000 tons of 
lead concentrates with some silver. 

Other facilities such as concentrate 
handling, power, water, tailings dis- 
posal and a jet aircraft landing strip 
were installed and operating. Initial 
housing is in use. A town centre and 
more housing will be ready in April, 
1977. 

Texasgulf discovered this orebody 
in 1957 and retains a 35% net profits 


interest in the operation after the 
recovery of exploration and devel- 
opment expenditures and production 
financing. 


Half Mile Lake 


At Half Mile Lake in New Brunswick, 
where more than 6 million tons of 
zinc-copper-lead mineralization have 
been established, evaluation work 
continued. Metallurgical testing, how- 
ever, proved to be very disappointing 
as low concentrate grades and re- 
coveries were obtained. For this rea- 
son, the 2,800-foot exploration shaft 
is being deferred. Further exploration 
work in the area, however, will be 
carried out. 
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Oil and Gas Division 


Operating Statistics 


(All dollar amounts in millions) % 
1976 1975 Change 
Sales 2.565 4 oO eee eee $13.8 $11.8 + 17.0 
Division:InCcOMme +3... eee ee $ 6.7 $ 5:1 + 31.4 
Capital expenditures 2.0 ee na res $18.2 $23.9 — 23.8 
Property, plant and equipment, net ........ $27.0 $25.6 + 5.5 
Production 
Oil and condensate (barrels) ............. 229,600 259,200 — 11.4 
Gas (million.cubic feet). ee 14,905 18,487 — 19.4 
pales amounts in millions) | a 1916S ee __ ii sae 
$ % $ % 
Oil and condensate 2/454... .6 ee 2.0 14.5 2.0 16.9 
GaSe ha ee oe ee ABS) CEES _ 9.8 83.1 
13.8 100.0 11.8 100.0 


Oil and Gas Division revenue 
increased in 1976 


shore Louisiana which started pro- 
ducing in late December, 1976. 


Texasgulf’s revenue from the sale of Texasgulf participated in 33 wildcat 


In the Gulf of Mexico Texasgulf has 
interests ranging from 20% to 100% 
in 23 Federal tracts and 29 Texas 
State tracts. 


oil and gas increased during 1976 
and is projected to increase signifi- 
cantly in 1977 as a result of sales 
from Block 480 West Cameron off- 


and 25 development wells during the 
year. Seven of 21 completed wildcats 
were indicated discoveries and 19 of 
24 development wells were success- 
ful as oil and/or gas producers. At 
year’s end, 9 wildcat wells and 1 
development well were still drilling. 
Three wildcats were classified as sus- 
pended until a later date. 

Areas under lease totaled 16,892,- 
237 gross acres or 6,980,379 net acres 
at the end of 1976. 

Following is a table indicating drill- 
ing activity and acreage by operating 
area. 


Wells drilled Acreage held 
Develop- 

Wildcat ment Gross Net 
U.S. 31 10 442,033 117,632 
Canada 1 15 498,038 213,346 
Alaska 1 0 19,633 3,045 
Foreign 0 20: 15,932,533 6,646,356 
Total 33 25 16,892,237 6,980,379 
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New Discoveries 


Gulf of Mexico 


Two wildcat wells drilled off the Lou- 
isiana coast in the Gulf of Mexico 
during 1976 resulted in separate gas- 
condensate discoveries. One was lo- 
cated on Block 405 West Cameron in 
which Tg has a 25% interest, and the 
other on Block 84 Ship Shoal, in 
which Tg has a 33%% interest. 
Another well started in 1976, but com- 
pleted in early January 1977 on Block 
755 Mustang Island off Texas, en- 
countered gas-condensate on a third 
structure in which Tg has a 20% 
interest. 

During the year Texasgulf acquired 
2 additional Federal leases in the Gulf 
of Mexico. One, Block 741 Mustang 
Island off Texas, in which Tg has a 
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Gulf of Mexico 


20% interest, is adjacent to the Block 
755 discovery and the other, the east 
half of Block 134 West Cameron, is on 
an established gas producing struc- 
ture. Texasgulf now has an interest in 
23 Federal and 29 State of Texas 
leases in the Gulf of Mexico which 
are either producing or under consid- 
eration for further exploratory activity. 
Five properties in which Texasgulf 
has an interest are now producing 
gas-condensate in the Gulf of Mex- 
ico. The latest, Block 480, West Cam- 
eron (Tg 20%), went on stream in late 
December and is scheduled to deliver 
gas at the rate of 100 million cubic 
feet per day, plus condensate. Texas- 
gulf’s portion has been contracted for 
sale to Texas Eastern Transmission 
Corporation under terms providing 
Texasgulf $5,400,000 in interest-free 
loans to cover development costs. 


United States onshore projects 


In Oklahoma where Texasgulf is in a 
joint venture with Cheyenne Petro- 
leum Co., a gas discovery was made 
at Weaver’s Creek, Blaine County in 
1976 and an oil producer was added 
in the Okarche area, Canadian County 
in January 1977. Development drilling 
continues at West Whitebead Field, 
Garvin County, where an eighth pro- 
ducing well was completed in Feb- 
ruary. Additional wells are planned. 
These discoveries in Oklahoma are 
small by Gulf of Mexico standards 
but should be quite profitable. 

In mid-1976 Texasgulf acquired a 
12% % interest in an exploration pro- 
gram in Colorado and Wyoming con- 
ducted by Rainbow Resources of 
Casper, Wyoming. Through this par- 


Oil and Gas Division 


Texasgulf’s active oil and gas 
exploration projects both offshore 
and onshore in 1976 were more 
geographically diversified. 
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ticipation, Texasgulf has an interest 
in approximately 192,000 acres and 
the drilling of 18 wells. Fourteen of 
these tests were drilled by year’s end, 
with 4 indicated gas discoveries in 
the Stateline area of the Sand Wash 
Basin which require more evaluation. 


Gulf of Alaska 


In April, Federal lease sale No. 39 
was held for tracts in the Gulf of 
Alaska. Texasgulf, with other mem- 


bers of a bidding and exploration | 


group organized and operated by 
Gulf Oil Corporation, was successful 
in acquiring three of the most pros- 
pective blocks, No. 105 Icy Bay, No. 
120 Icy Bay and No. 329 Icy Bay. 
Texasgulf spent $4,153,190 for its 
interests, which ranged from 5% to 
10%, in the above leases. 

Texasgulf joined with other owners 
of Block 105 Icy Bay and those of 
Block 106 in drilling a stratigraphic 
test on Block 106. The well, operated 
by Shell Oil Company, was drilled to 
a depth of 13,565 feet. The projected 


depth of 15,000 feet was not reached 
and the bottom 1,200 feet of the drilled 
hole were not completely evaluated. 
However, no indications of produc- 
ible hydrocarbons were encountered. 
In other areas of Alaska, the Cook 
Inlet, the Beaufort Sea continental 
shelf, and the Bering Sea continental 
shelf, Texasgulf is continuing pro- 
grams to locate and evaluate struc- 
tural features that will be of interest 
as lease sales are held. A Federal sale 
may be held in 1977 in the Lower 
Cook Inlet where a group composed 
of Cities Service, Getty and Texas- 
gulf, each having a 20% interest, has 
been joined by Gulf Oil Corporation 
which will have a 40% interest. 


Canada 


Drilling is under way on a large foot- 
hills structure in the Gregg Mountain 
Park area of Alberta. Texasgulf has a 
one-third interest in this 13,500-foot 
well to test Mississippian formations. 

The waterflood program under- 
taken in the Provost field is function- 
ing satisfactorily. The first production 
response is anticipated in 1977. 

At the North Battleford heavy oil 
pilot project, three new wells and two 
previously drilled wells were steamed 
and produced over a period of five 
months. Oil produced during 1976 ex- 
ceeded 8,300 barrels and operating 
techniques were improved. The re- 
sults are somewhat encouraging, but 
many technologica! problems inher- 
ent in this type of project must be 
solved before going much further. 
Equally important is a satisfactory 
understanding with the government 
of Saskatchewan. 


Reserves 


The company’s reserves in the United 
States and Canada as of December 
31, 1976 were estimated at 22.0 mil- 
lion barrels of oil and 410.7 billion 
cubic feet of gas. ; 


Overseas exploration 


Pakistan was the main area of Texas- 
gulf’s foreign exploration activity in 
1976. The geophysical evaluation of 
Indus Basin blocks neared comple- 
tion, and a large surface structure, 
the Karak Prospect, Northwest Fron- 
tier Province, was acquired. 

Of three Indus Basin blocks, Kash- 
mor and Larkana, totaling 7,880 
square miles, were retained, while 
Umarkot, 3,240 square miles, was re- 
leased. 

Early in 1976, Texasgulf was invited 
to join Attock Oil Company Ltd. and 
Pakistan Oilfields Ltd. in the evalua- 
tion of the very large Karak surface 
feature. Agreements were signed in 


August and alimited seismic program — 


conducted to determine the location 
for the initial well which will be started 
in the first half of 1977. Tg has a 35% 
interest. Structures similar to the Ka- 
rak prospect have enjoyed a high suc- 
cess ratio and account for the major 
portion of Pakistan’s oil production. 
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Minerals Exploration Division 
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Exploration is continuing on a base 
metal sulphide deposit at Izok 

Lake, 225 miles north of Yellowknife 
in the Northwest Territories. 


22 


Drilling continues at Izok Lake 
copper-zinc-lead-silver deposit 

In Canada, drilling continued on the 
base metal sulphide deposit at Izok 
Lake, 225 miles north of Yellowknife, 
Northwest Territories. During 1976, 
97 diamond driil holes were com- 
pleted. The drilling further defined the 
central zone, explored two adjacent 
zones, and tested some of the sur- 
rounding area. 

Drill indicated mineralization at 
Izok Lake now totals 12.15 million 
tons of 2.8% copper, 13.77% zinc, 
1.4% lead and 2.05 ounces of silver 
per ton. In the surrounding area, sig- 
nificant mineralized drill intersections 
have been obtained south and west 
of Izok Lake. Evaluation of these in- 
dications requires further drilling, 
which will be done in 1977. 

In northern British Columbia, the 
Red Group porphyry copper prospect 
is now estimated to contain 45.2 mil- 
lion tons with an average grade of 
0.56% copper and 0.01 ounce of gold 
per ton, to a depth of 500 feet. The 
mineralization continues below the 


Minerals exploration drilling in 1976 
included many projects in the United 
States and Canada. 


deepest drilling. The property lies 8 
miles from the Cassiar-Stewart high- 
way, which connects the area to the 
port of Stewart, B.C., 100 miles to the 
south. 

Two other porphyry copper pros- 
pects have been discovered within 
fifteen miles of the Red Group. Pre- 
liminary work has been encouraging, 
and both properties will be explored 
more intensively in 1977. 

Elsewhere in Canada, exploration 
continued in Ontario, especially in 
the area of the Kidd Creek mine, and 
in Newfoundland, Nova Scotia, New 
Brunswick and Quebec. 


Drilling for uranium 
continues in Wyoming 


At Radon Springs in south central 
Wyoming, Texasgulf’s estimate of 4 


This camp serves as minerals 
exploration headquarters in the area 
of Izok Lake and Hood River in the 
Northwest Territories. 
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million pounds of U30g was con- 
firmed by additional drilling in 1976. 
The potential for additional uranium 
ore was also established by drilling 
in contiguous areas. Further explora- 
tion will be required before a produc- 
tion decision can be made. 

At Lost Creek, 13 miles south of 
Radon Springs, 48 holes were drilled 
in 1976. Sixteen of these holes cut 
mineralization with thickness and ura- 
nium content of economic interest. 

Uranium exploration is also being 
carried out in other parts of the west- 
ern United States. 


Cripple Creek exploration project 


At Cripple Creek, Colorado, where 
Texasgulf has a joint venture with 
Golden Cycle Gold Corporation, mine 
rehabilitation and data compilation 
are nearing completion. Exploration 
drilling has been at a low level, but 
will be expanded in early 1977. 

Some low grade gold mineraliza- 
tion was encountered in drilling from 
the surface. One underground hole 
drilled from the 3,100-foot level inter- 
sected 69.65 ounces of gold per ton 


Minerals Exploration Division 


More than 220,000 feet of drilling 
provided confirmation of an 
estimated 4 million pounds of 
U303 at Radon Springs in south 
central Wyoming. 
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At the Cripple Creek Gold Camp in Colorado, the main effort has been in the 


compilation of all of the geological and mining data available for the years 


from 1895 to 1976. 


over 3.6 feet of true thickness and 1.40 
ounces of gold over 3.6 feet of true 
thickness in separate structures ap- 
proximately 325 feet below the 3,100 
foot level. Additional drilling has not 
been done to determine the signifi- 
cance of these results. Further ex- 


ploration and analysis is necessary 
before any evaluation of the project 
can be made. 


Exploration in other areas 


Porphyry copper reconnaissance ex- 
ploration continued in the western 
United States. Lead-zinc exploration 
is underway within the mid-continent 
region and certain areas of Nevada. 
Copper-lead-zinc-silver exploration 
is active within the eastern United 
States. Exploration continues for coal, 
potash, phosphate and sulphur. 

Exploration for copper continued at 
Rio Murga, Mexico, for coal, gold and 
base metals in Australia, and for other 
minerals in Spain, South Africa and 
Ireland. 


Tg’s Forest Products Division produces > 
pulpwood and saw and veneer timber 

on more than 260,000 acres of wood- 
lands, primarily in Pennsylvania 

and Ontario. 


International Division 


Gulf of Mexico 


Pacific Ocean 


@) 
© 
pO 
= 
BD 
> 


1976 projects at Texasgulf’s 
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Evaluation of Cerro Colorado 
copper deposit continues 

Detailed feasibility studies of the 
Cerro Colorado copper project in 
western Panama are scheduled for 
completion in 1978. A major metals 
complex with a productive capacity 
of 100,000 tons of ore per day is being 
studied.Texasgulf presently estimates 
the Cerro Colorado deposit to contain 
at least 1 billion tons of more than 
0.6% copper mineralization. 

An adit started in April, 1976, has 
been driven 460 meters into the de- 
posit. Bulk samples from the adit are 
being used for pilot plant testwork 
and for comparison with diamond 
drill core assays. About 35 additional 
diamond drill holes have been com- 
pleted to provide further information 
on grade, geology, structure, rock 
strength, and overburden. More than 
150 holes had previously been drilled 
in the deposit. 

Mine design studies underway in- 
clude computer studies, production 
planning, selection of mining 
methods and equipment, and estima- 


tion of capital and operating costs. 
Brown & Root and Seltrust Engineer- 
ing are providing engineering serv- 
ices for the concentrator, roads, port, 
smelter and related facilities. Addi- 
tional studies on marketing, financing, 
training and the environment are 
progressing. 

Pursuant to agreements between 
Texasgulf and the government of Pan- 
ama, Texasgulf will manage the proj- 
ect through the feasibility study, con- 
struction and the first 15 years of 
operation. Texasgulf holds a 20% 
equity interest in the project with the 
remaining 80% held by an agency of 
the government of Panama. 


Production up at Robe River 


Shipment of iron ore pellets and iron 
ore sinter fines from the Robe River 
operation in Western Australia 
reached 11,874,000 tons in 1976, 
compared with 11,134,000 in 1975. 
Texasgulf holds a 10.5% interest in 
the project. 

Price increases were negotiated for 
both pellets and sinter fines, and 


research center at Golden, Colorado 
included testing bulk samples 

taken from the Cerro Colorado 
copper deposit in Panama. 
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plans were made to increase the pro- 
ductive capacity of the mine and 
processing complex to 19.8 million 
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tons per year. 

Broken Hill Proprietary Ltd. exer- 
cised its option to purchase 50% of 
the Robe River railroad and portsite 
facilities for 40.3 million Australian 
dollars, equivalent to $44 million 


As part of Texasgulf’s evaluation of the > 
Cerro Colorado copper deposit in 
western Panama, an adit was started in 
April 1976 and has been driven 460 
meters into the deposit which is pres- 
ently estimated to contain 1 billion 

tons of more than 0.6% copper 
mineralization. 
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International Division 


Indian Ocean 


(Plant) 
Rebe River 


_ Rhodes Ridge — 


g Ba 
o. 
— Giles oman 


Production facilities for the Robe 
River iron ore operation in Western 
Australia were expanded in 1976. 

Ore mined from surface mesas at the 
mine site is shipped 100 miles to 
processing and pelletizing facilities 
on the Indian Ocean at Cape Lambert. 
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large reserves of high grade iron ore. 


(U.S.) at the end of 1976. It is ex- 
pected that the proceeds of the sale 
will be used for the expansion of the 
facilities. In 1976 Robe River contrib- 
uted $1,950,000 of earnings to Texas- 
gulf compared with $2,345,000 in 
1975. 


Drilling at Marandoo in Western Australia has shown that the dep 
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Marandoo iron ore project in 
Western Australia 


Texasgulf continued negotiations 
during 1976 for the sale of iron ore 
from the Marandoo deposit in Western 
Australia to Japanese steel mills. 
Texasgulf has a 50% interest in the 
project with Hancock and Wright of 
Australia. The participants have 
agreed to offer Japanese steel mills a 
3343 % equity interest in the project, 
with Texasgulf retaining a like 
interest. 

Engineering and financial studies 
have been refined and updated in 
order to develop the most economic 
methods of mining, processing and 
transporting the ore. Extensive test- 
work has been done. 

The Marandoo deposit contains 
over 320 million long tons of hematite 
mineralization averaging about 
62.6% iron, 0.05% phosphorus, 2.9% 
silica, and 1.9% alumina. 


Evaluation of Giles continues 


Plans are being made to follow the 
Marandoo project with the develop- 
ment of a very high grade hematite 
iron deposit at Giles Point, southeast 
of Marandoo. This material is espe- 
cially suitable for direct reduction to 
metallic iron. Reserves of more than 
230 million tons have been defined by 
detailed geological mapping and dia- 
mond drilling. The company has a 
50% interest in this deposit with Han- 
cock and Wright. 


Pandora chromium-platinum 
evaluation continues 
Drilling on the Pandora chromium- 
platinum project in South Africa has 
proved a 50 million ton reserve to a 
depth of 650 feet with an additional 
200 million tons of probable and 
inferred reserves. 

A bulk sample was obtained from 
a declined tunnel and concentrated 
in pilot plants in South Africa and the 
United States. Smelting tests on the 


concentrate have shown that saleable 


high carbon ferrochrome can be pro- 
duced by either of two commercial 
processes. Market surveys indicate 
long term growth for ferrochrome 
sales to the stainless steel industry. 
Concentrates containing platinum 
group metals can be extracted from 
the ore, and various methods of up- 
grading the metals are being 
investigated. 


Peabody Coal acquisition offer 
Texasgulf decided in October, 1976, 
not to participate in the acquisition of 
Peabody Coal Company from Kenne- 
cott Copper Corporation. 
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Shareowners participation in 
dividend reinvestment plan growing 
More than 8% of Texasgulf’s share- 
owners are now enrolled in the com- 
pany’s dividend reinvestment plan for 
the purchase of additional shares of 
Texasgulf common stock. 

Quarterly dividends of 30 cents a 
share of common stock were paid in 
1976 on March 15, June 15, Septem- 
ber 15, and December 15. 

The board of directors declared a 
dividend of 30 cents per share of 
common stock payable March 15, 
1977 to shareowners of record Feb- 
ruary 15. This will be the 222nd con- 
secutive quarterly dividend payment. 

On February 3, 1977, the board de- 
clared the first quarterly dividend of 
75 cents per share on the company’s 
$3 convertible cumulative preferred 
stock which was issued December 
15, 1976. The dividend is payable 
March 15, 1977 to preferred share- 
holders of record February 15, 1977. 


Employee shareownership plan 


Under the Employee Shareownership 
Plan (ESP), which was established 
in 1974, 8,500 additional shares of 
Texasgulf common stock were 
awarded during 1976 to employees 
based on their years of service. Under 
the plan each non-officer receives 
one share of stock for each year of 
service on each 5th anniversary of 
employment. The 1976 awards 
brought the total number of shares 
distributed to more than 54,500. 

The total number of Texasgulf em- 
ployees increased during 1976 from 
4,800 to more than 5,300. 
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More than 54,500 shares of stock have 
been awarded under the Texasgulf 
Employee Shareownership Plan. 


New Corporate Headquarters 

On March 14, 1977 the company will 
move its corporate headquarters to 
High Ridge Park, Stamford, Connecti- 
cut 06904. 


On behalf of the board of directors, 
we would like to express our appre- 
ciation to all employees for their out- 
standing efforts in all of the company’s 
operations. We are also grateful to all 
shareowners, customers and com- 
munity neighbors for their support 
and interest throughout the year. 


Respectfully submitted, 


Charles F. Fogarty s 


Chairman of the Board 
and Chief Executive Officer 


Ko AK, (Uc@brn, 


Richard D. Mollison 
President 


March 3, 1977 


Financial Review 


Although earnings were disappointing, 1976 was an- 
other year of growth for the company. Total assets 
increased almost 19% during the year to a new high 
of nearly $1.4 billion. Sales at $480.5 million were the 
second highest in the history of the company. The 
large capital expenditure programs for expansion and 
diversification required new capital and external 
financing. 

The company went to the equity market for the first 
time since its formation and sold $150 million of con- 
vertible cumulative preferred stock. The European 
debt market was also used to sell $50 million of Euro- 
Canadian notes and debentures. At year end there was 
$210 million available under the $250 million bank credit 
and term loan agreement entered into in December, 
1975. 

At the end of 1976 working capital amounted to 
$244.2 million resulting in a current ratio of 3.6 to 1. 
Product inventories increased $53.0 million to $192.5 
million. Sulphur and zinc accounted for the largest part 
of the increase. 

The proceeds of the sale of the preferred stock were 
used to reduce long term debt which amounted to 
$266.2 million at year end. As a result long term debt 
was 25.1% of total capitalization. 

Net assets at the end of 1976 totalled $795.4 million, 
an increase of 28.3%, with $362.1 million or 45.5% out- 
side the United States. Canada accounted for the major- 
ity of this amount, $290.9 million, not including (U.S.) 
$13.0 million long term notes payable of a subsidiary; 
Australia, $36.0 million; Mexico, $16.0 million, and other 
countries, $19.2 million. 


Quarterly Financial Highlights (unaudited) 


(amounts in thousands) 


Operating Net Net Divi- 
Sales Income (1) Income Income dends 

1976 
1st Quarter .. $110,549 $ 27,851 $ 15,957 $ 52 $ .30 
2nd Quarter .. 134,573 35,716 20,562 .67 .30 
3rd Quarter .. 128,503 31,290 16,491 54 .30 
4th Quarter .. 106,915 19,194 9,904 32 .30 
otalcrrr. $480,540 $114,051 $ 62,914 $2.05 $1.20 
1975 ait eno 
1st Quarter .. $109,037 $ 47,064 $ 30,409 $1.00 $ .30 
2nd Quarter .. 108,822 42,437 26,186 85 .30 
Srd Quarter... 109,740 41,262 24,743 81 .30 
4th Quarter .. 117,046 37,686 21,886 ra .30 
motalere $444,645 $168,449 $103,224 $3.37 $1.20 


“Operating income represents sales less operating, delivery 
and other related costs and expenses, including explora- 
tion and selling, general and administrative expenses. 
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Per Common Share 


Discussion of Earnings 


Year 1976. Net income for 1976 amounted to $62.9 
million, a decline of 39.1% from $103.2 million in 1975. 

Sales for 1976 were $480.5 million compared to $444.6 
million in 1975, an increase of 8.1%, reflecting in- 
creased volume for substantially all of the company’s 
products except for sulphur which was lower. 

Metal sales were higher primarily due to increased 
volume of zinc and copper. Agricultural chemicals 
sales volume increased, while average prices received 
for dry phosphate products fell 33% or more from a 
year ago and phosphoric acid prices decreased ap- 
proximately 8%. 

Royalty, interest and other income declined $6.9 
million, principally because of a reduction of funds 
available for short term cash investments and reduced 
earnings of affiliates accounted for by the equity method. 

Operating, delivery and other related costs and 
expenses for 1976 were $321.3 million, an increase of 
30.2% over 1975’s $246.7 million. Approximately 54% 
of the increase resulted from increased volume. The 
balance was attributable to increases in unit costs for 
labor and materials, due primarily to increased charges 
for smelting and refining of copper and higher prices 
for gas used at the company’s Frasch sulphur mines. 

Exploration charges increased $6.0 million in 1976, 
largely as a result of charges in the fourth quarter 
for projects determined to be unsuccessful. Selling, 
general and administrative charges increased $9.6 
million in 1976. Of the increase, $5.0 million resulted 
from foreign currency translation charges of $2.5 mil- 
lion in 1976 compared to credits of $2.5 million in 1975. 
The balance of. the increase was largely due to in- 
creased personnel costs and commitment fees on credit 
agreements. 

Interest expense increased $13.0 million, due to 
increased charges from the $125.0 million debentures 
issued on December 23, 1975 and from increased long 
term borrowings during the year. The increase was 
partially offset by reduced interest rates. 

The provision for income taxes was $34.0 million 
lower in 1976 largely due to lower income before taxes. 
The effective income tax rate of 35.2% in 1976 is lower 
than the 39.8% used in 1975, reflecting the decrease in 
income before taxes. It also reflects the increased 
processing allowance, due to the major capital im- 
provements being made at the Kidd Creek Mine, avail- 
able in calculating the Ontario mining tax. 


Year 1975. Net income for 1975 amounted to $103.2 
million, a decline of 29.9% from $147.3 million in 1974. 
Sales for 1975 were $444.6 million compared to 
$568.5 million in 1974, a decrease of 21.8%. The reduc- 
tion in sales and earnings was largely due to lower de- 
mand for most of the company’s principal products. 

More than three fourths of the decrease in 1975 sales 
was due to metals. Copper and particularly zinc ac- 
counted for most of the decline. Although the demand 
for copper was off only slightly, the average copper 
price realized for 1975 was down 26% from the pre- 
vious year. Zinc prices remained firm during 1975, but 
sales of zinc metal and concentrates decreased sub- 
stantially. 

Agricultural chemicals accounted for nearly 20% of 
the reduction in sales for 1975. The major causes of 
the decline were lower sales volume and prices for dry 
phosphate fertilizers. Increased average prices for sul- 
phur offset lower sales volume. 

Royalties, interest and other income increased $1.7 
million in 1975. Increased earnings of affiliates ac- 
counted for by the equity method were largely offset by 
lower interest income as a result of the reduction in 
the company’s portfolio of short term investments dur- 
ing the year. 

Operating, delivery and other related costs and ex- 
penses for 1975 were $246.7 million, a decrease of 
5.2% from 1974’s $260.3 million, on lower sales volume. 
Unit labor, material and other costs increased in all 
operations because of inflation. Sulphur costs were sig- 
nificantly higher due to substantial increases in natural 
gas fuel costs and to high production costs at the 
Spindletop Mine which was shut down in February, 
1976. Costs related to this shutdown were reflected in 
1975. Also higher were charges for taxes imposed by 
the Saskatchewan government on potash producers 
commencing July 1, 1974. 

Exploration charges were $7.9 million lower in 1975, 
primarily due to lower charges for projects determined 
to be unsuccessful during the year. Selling, general and 
administrative expenses were $2.6 million below 1974. 
The decrease reflects gains due to the change in ac- 
counting for foreign currency translation in accordance 
with FASB 8 and lower state and franchise taxes 
because of reduced income. : 

Provision for income taxes in 1975 was reduced to 
an overall effective rate of 39.8% from 45.3% in 1974. 
The lower rate reflects the reduced proportion of over- 
all income in 1975 which was subject to the higher 
Canadian income tax rate including the Ontario mining 
tax. It also reflects the lesser proportion of income sub- 
ject to the Ontario mining tax because of increased 
processing allowance due to major capital improve- 
ments being made at the Kidd Creek Mine. 
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Capital Expenditures 


Capital expenditures in 1976 were $206.2 million, com- 
pared with the record total of $238.7 million in 1975. 
Three major ongoing programs accounted for nearly 
60% of the 1976 total. The largest was $67.6 million for 
the completion of the soda ash mine and processing 
facilities in Wyoming. The other two major 1976 capital 
programs were in the Metals Division in Timmins. About 
$30.1 million was spent for the development of the sec- 
ond underground mine and the expansion of the con- 
centrator facilities and $21.2 million for the construction 
of the copper smelter and refinery. 

Worldwide exploration expenditures for 1976 
amounted to $26.6 million, about the same as in 1975. 
The Oil and Gas Division spent $15.7 million for expora- 
tion, including $4.2 million for offshore bids. The Min- 
erals Exploration Division expenditures totalled $10.9 
million in 1976. About 83% or $22.0 million of all explo- 
ration expenditures last year were made in the United 
States and Canada. Of this, $12.3 million was spent on 
oil and gas and $9.7 million on minerals exploration. 

Normal capital expenditures in operating divisions, 
including equipment replacements and improvements 
to facilities, totalled $43.2 million in 1976. The Agricul- 
tural Chemicals Division accounted for $17.5 million, 
the Metals Division $10.3 million and the International 
Division $8.3 million. 

Continued high levels of capital expenditures have 
been planned for 1977. The current plan has budgeted 
approximately $200 million primarily for the continuing 
construction of the two major Metals Division programs 
and for exploration. 

The copper smelter and refinery expenditures should 
amount to about $90 million in 1977. Another $45 million 
is planned for the Metals Division, including $32 million 
for the further development of the second underground 
mine and expansion of the concentrator. 

The 1977 budget for exploration amounts to $31 mil- 
lion, not including administrative expense, up about 
15% from the amount spent last year. Oil and gas ex- 
penditures are planned at $23 million and minerals ex- 
ploration at $8 million. 

The balance of the planned 1977 capital expendi- 
tures are for normal operating requirements, including 
$11 million for the Industrial Chemicals Division and 
approximately $9 million for the Agricultural Chemicals 
Division. 


Sale of Preferred Stock 


The company sold $150 million worth of preferred stock 
in December. Two million shares of convertible cumula- 
tive preferred stock were sold through a group of United 
States and Canadian underwriters at $50 per share. 


The preferred stock issue was rated a/A by Moody’s 
and Standard and Poor’s. An additional one million 
shares were sold to Canada Development Corporation 
at the public offering price but without deductions for 
underwriting commissions. Canada Development Cor- 
poration through a subsidiary held approximately 
30.1% of Texasgulf Inc.’s common stock at year end. 

Each share of preferred stock has one vote, with spe- 
cial voting privileges under certain circumstances, and 
is entitled to receive, when declared by the Board of 
Directors, prior to the payment of dividends on the 
common stock, dividends at the rate of $3.00 per 
annum. Dividends are cumulative and are payable 
quarterly on March 15, June 15, September 15 and 
December 15 in each year. The shares are convertible 
into common shares at any time at a rate of approxi- 
mately 1.5936 common shares for each preferred share. 
The preferred shares are redeemable by the company 
on notice at any time at the redemption price of $50 per 
share plus declining premiums from 1977 through 1986 
and without premiums thereafter. 

The issue increased the financial strength of the 
company and gives it greater flexibility for additional 
financing that may be required in the future. As a result 
the company’s long term debt at year end amounted to 
33.5% of stockholders’ equity. 


Financing 


During 1976, the company availed itself of external 
funds from five different sources, including the sale of 
the preferred stock, to add to internally generated funds 
to provide for the substantial capital expenditure pro- 
grams for diversification and expansion. In March, 1976 
$11.65 million was received under delayed delivery con- 
tracts of the 9¥s% debentures sold in December, 1975. 
The company is required to make annual sinking fund 
payments sufficient to redeem $8,250,000 principal 
amount of debentures for the years 1986 to 1999 and a 
final payment of $9,500,000 in the year 2000. 

In June, Texasgulf Canada Ltd., a wholly-owned sub- 
sidiary, sold $50 million (Canadian) of debt securities 
in the international market. The offering consisted of 
$25 million (Canadian) of 92% notes due 1982 and $25 
million (Canadian) of 10% debentures due 1986. The 
notes are not subject to a sinking fund. The deben- 
tures are subject to annual sinking fund payments of 
$1,250,000 (Canadian) for the years 1978 through 1985 
with a final repayment of $15,000,000 (Canadian) in 
1986. The notes and debentures are guaranteed by the 
company. The proceeds were used to prepay a portion 
of the outstanding Canadian dollar bank term notes. 
These bank term notes had final maturities in 1979. The 
resulting borrowing and repayment thus extended the 
maturity of Canadian dollar debt. The balance of the 
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Canadian dollar bank term notes was repaid during 
the year with a final prepayment in December, 1976 
from the proceeds of the sale of the preferred stock. 
Interest rates on the bank term notes averaged 10.6% 
in 1976. 

The company has a $250 million bank credit and term 
loan agreement with 16 banks, in both New York and 
areas in which the company operates. The loan agree- 
ment permits prepayments at any time and reborrow- 
ings during the first three years. During that period the 
unused portion is subject to a commitment fee of .50% 
annually. Repayments will be made in seven semi- 
annual installments beginning March 31, 1980 with a 
final maturity on March 31, 1983. Interest will be at the 
minimum commercial lending rate of the lead bank for 
the first two years, plus a premium of .25% for the third 
year and a premium of .40% thereafter. 

During 1976 borrowings reached a high of $165 mil- 
lion in December. A portion of the proceeds from the 
sale of the new preferred stock was used to repay $125 
million, leaving a balance at year end of $40 million. The 
overall interest charged on this loan during 1976 aver- 
aged 6.8% and was at the rate of 6% at December 
31, 1976. 

During 1976 the company also made temporary bor- 
rowings to a peak of $15 million under bank lines of 
credit. Repayments were made from proceeds of bor- 
rowings under the bank credit and term loan agree- 
ment. No borrowings under bank lines of credit were 
outstanding at year end and interest on these borrow- 
ings averaged 6.9% in 1976. 

The company’s loan agreements limit the amount of 
total funded indebtednesss. At year end the company 
was permitted additional funded indebtedness of ap- 
proximately $610 million. This capability for additional 
financing was greatly increased during the year by addi- 
tional retained earnings and the addition of the pre- 
ferred stock to the company’s capital structure. Also 
under these agreements retained earnings at year end 
were approximately $99 million in excess of amounts 
restricted for the payment of dividends plus acquisi- 
tions for value of the company’s shares. 


Dividends 


During 1976 the company paid quarterly cash dividends 
on the common stock totaling $36.9 million. Since 1921 
the company has paid consecutive quarterly cash 
dividends amounting to $674.4 million. The current 
quarterly dividend rate of 30 cents per share has been 
in effect since the third quarter of 1974 when it was 
raised from 19 cents per share. Dividends on the pre- 
ferred shares commenced in 1977 at the rate of $3.00 
per share for a total of $9.0 million a year. 
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Texasgulf Inc. and Subsidiaries 


Consolidated Statements of Income 


Costs and Expenses 


Operating, delivery and other related 
COstsanCseXPCNSOSa. gy her ct et oo hs das od s wl ee 


Ee uOT EVISTA Oe cat Ooo Ge Cas a rr ea 
Selling, general and administrative .....................6. 
TIDE © Su58 ay ts Regs Faas OAR et a ar 


Consolidated Statements of Retained Earnings 


Retained Earnings at January1........................4.. 
INQECITIC OIG Fog ro role eRe «oh eens eae 
Cash Dividends (per common share 1976 $1.20, 1975 $1.20) .... 


Retained Earnings at December 31.....................8.. 


*As restated, see note 4. 
See accompanying notes to consolidated financial statements. 


(amounts in thousands) 


Year ended Year ended 
December 31 December 31 
1976 1975 
$480,540 $444,645 

10,102 17,007 
490,642 461,652 
321,016 246,652 

19,399 13,414 

25,774 16,130 

26,989 13,982 

34,250 68,250 
427,728 358,428 

$ 62,914 $103,224 
$2.05 $3.37 
BUsioO.col 30,615,846 


(amounts in thousands) 


1976 1975* 
$612,984 $546,505 

62,914 103,224 

36,882 36,745 
$639,016 $612,984 
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Texasgulf Inc. and Subsidiaries 


Consolidated Balance Sheets 


ASSETS 
(amounts in thousands) 
December 31 December 31 
1976 1975* 
Current Assets 
Gash scene ee err Ga ee ee re $ 29,892 $ 30,965 
Short term investments, at cost which 
approximates: markets. sac) Sey oe ee eee eee _ 6,000 
Accounts receivable, less allowance of $1,171 
in: 1976:andi$1.0/70 1m1975 2. eee ee ee 78,977 80,893 
Inventories 
Mineralsiand products]. : 350. ce secee es oe 192,508 139,460 
Materials:and SuppliGS 22. 4-e et en ee eee 36,034 33,277 
Total CurrentAssets::.2.:242 0. eee 337,411 290,595 
Investments, Advances and Other Assets 
Securities of and advances to affiliates ................... 32,422 29,241 
Recoverable Federal income taxes ..................008- 12,100 12,100 
Notes receivable, advances and other assets ............... 44,871 18,483 
89,393 59,824 
Property, Plant and Equipment, at cost 
Lands; contractirights and development.) - ee eaeeaee 264,090 247,923 
Plants, buildings, machinery and equipment............... 826,108 702,510 
1,090,198 950,433 
Less accumulated depreciation and amortization .......... 243,456 224,749 
846,742 725,684 
Unproven properties and exploration projects, 
less reserve for exploration costs of $24,315 
in 197.6 and:$13/285. 10119 / Sie ee ee ee ee 99,056 79,635 
945,798 805,319 
$1,372,602 $1F loosfoc 


*As restated, see note 4. 
See accompanying notes to consolidated financial statements. 
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LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current Liabilities 
Currentumatunities-of long term debt. 7. 2... 2. ne ee 
Accounts payable and accrued liabilities .................. 
ME OMENAXCS PAVADIC Mi. caer werd Cicteiees Gis <5, oc.) Siete oes 
Deferred income taxes applicable to current assets ......... 


pcotaliGurentLiabiliticS.. 24.0. «.4.0-6.. 2. 2. 20ers: 


Income Taxes Not Currently Payable ...................... 


Long Term Debt, less current maturities .................... 


Deferred Credit—proceeds from advance gas sales .......... 


Deferred Income Taxes ... .. 66 fcc cn ee ee ee ee eee le eee es 


Stockholders’ Equity 


Preferred stock $1 par value—Authorized 5,000,000 
shares, issued and outstanding 3,000,000 
shares, $3.00 Convertible Cumulative Preferred 
SLOCKWSECHICS A Uae canacc ocusmacint aetna so) «ie eae ees « 


Common stock, without par value—Authorized 
45,000,000 shares; issued as follows: 
1976 1975 


Outstanding 30,779,611 30,672,863 

In treasury 3,780,389 3,887,137 

Issued 34,560,000 34,560,000 
Gontributed: Capital trance tre oa cael ae eee cee 
RetainechealminGs crcei tetera © Selectors: «rete Pence 2 


Eess costo common stock initreaSury ©. .45.. 25.2065. sean - 
SIOCKNOICCTS BEQUILV eee sna. s om eee 


(amounts in thousands) 


December 31 
1976 


$ 5,396 
64,308 
14,839 

8,700 


93,243 


9,400 


266,176 


4,679 


203,711 


146,927 


26,175 
6,379 
639,016 


818,497 


23,104 


795,393 
$1,372,602 


December 31 


1975* 


$ 34,611 
53,402 
15,577 

8,690 


125260 


9,250 


227,913 


7,568 


178,793 


26,175 
4,531 


612,984 


643,690 
23,756 


619,934 
$1,155,738 
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Texasgulf Inc. and Subsidiaries 


Consolidated Statements of Changes in Financial Position 


(amounts in thousands) 


Year ended Year ended 
December 31 December 31 
1976 1975 


Funds were provided from 
Net: INCOMG ee ed eer 2 ee $ 62,914 $103,224 


Non-cash charges (credits) to income 
Depreciation and amortization and write-off 


of exploration costs Of prior yealSe.. eee 31,012 29,018 
Deferred taxes and income taxes not 
currently payable vera. cee in eee ree ee 25,068 49,605 
Equity innnet income of-atfiliates 2... 4.2 see (3,650) (5;375) 
Otheritems—net. 20 s...4 ss eo ee ee 384 (2,099) 
Working capital provided from operations .............. 115,728 174,373 
Eong tenn debtibonrowinGie a2 once cnc ee eee eee 229,462 129,968 
Net proceeds on sale of preferred stock .................. 146,927 — 
Short term debt: borrowings: .....20 ete ee — 70,000 
Dispositions of property, plant and equipment ............. 14,982 6,901 
Decrease in securities of and advances to affiliates ....... = 470 9,493 
Transfers of common stock under stock plans ............. 2,235 2,153 
Increase in accounts payable and accrued liabilities ........ 9,753 12,874 
Decrease in accounts receivable ..................0000e- 1,916 9,422 
Total: Funds:Providedix.ae) 0437.2 ee eee 521,473 415,184 


Funds were required for 


Additions to property, plantand equipment................ 186,785 258,724 
Repayment of short termdebt -..... eee — 70,000 
Repayment of long term.debt:... .. 4-05 -uu.. 221,106 23,280 
DIVIGONGS © os wissen wiht aan geen dee eee age ee ae eee 36,882 36,745 
Increase. in inventories.:.45-4 7 ee eee 55,805 74,414 
Increase (decrease) in notes, advances and other assets .... 27,240 (1,854) 
Decrease in taxes payable and deferred income 
taxes applicable to current assets ..................... 728 55,676 
Total Funds Required... 2... «5.7 one eee ee 528,546 516,985 


Resulting in a decrease in cash and . 
short term investments ................ 0.0.0.0 eeeeee (7,073) (101,801 ) 


Cash and short term investments 
Beginning: of: Vear tart ae eee heey eee — 36,965 138,766 
ENG Of Year sates Sipe katie eee See ea Ae ee ee $ 29,892 $ 36,965 


See accompanying notes to consolidated financial statements. 


Notes to Consolidated Financial Statements 


1. Summary of Accounting Policies 


A. Principles of Consolidation. The consolidated finan- 
cial statements include the accounts of the company 
and all of its subsidiaries. All significant intercompany 
balances and transactions of the consolidated com- 
panies are eliminated. The investments in affiliates 
(20% to 50% owned) are carried on the equity basis. 

For information pertaining to the geographic distribu- 
tion of the company’s net assets reference is made to 
the fifth paragraph in the Financial Review section of 
this report. 

For information pertaining to unaudited quarterly 
financial highlights reference is made to the tabulation 
in the Financial Review. 


B. Inventories. Inventories of minerals above ground 
and products are stated at the lower of average cost or 
market. Materials and supplies are stated at average 
cost. 


C. Exploration. All expenditures on major exploration 
projects are capitalized pending determination of com- 
mercially exploitable reserves. The company accumu- 
lates costs initially in connection with broad areas of 
interest prior to property acquisition; thereafter, costs 
are allocated in the case of oil and gas exploration 
including all exploratory wells to leases acquired or 
concessions granted and in the case of minerals ex- 
ploration to properties acquired and ultimately to spe- 
cific anomalies. Costs of dry holes on producing oil 
and gas properties are charged to expense as incurred. 
Intangible oil and gas drilling costs on successful wells 
are capitalized, and the tax effects resulting from the 
deduction of such intangible drilling costs for current 
income tax purposes are deferred. Major projects de- 
termined to be commercially unsuccessful are charged 
to expense, and reserves are provided for all expendi- 
tures on minor projects. General administrative ex- 
pense relating to overall exploration efforts is charged 
to operations as incurred. 


D. Development Costs. Expenditures necessary to pre- 
pare an orebody for production are capitalized prior to 
initial production. Thereafter expenditures of a similar 
nature are charged to operations, except for major 
expenditures which are expected to benefit several 
years production which are capitalized. 


E. Depreciation and Amortization. The company’s 
policy is to depreciate and amortize producing prop- 
erty, plant, and equipment over the estimated lives of 


such assets by the application of the unit-of-production 
method in the case of mine properties and facilities and 
the straight-line method in the case of manufacturing 
facilities. In arriving at rates under the unit-of- 
production method, commercially recoverable product 
reserves are estimated by the company’s geologists 
and engineers. Such estimates are revised as data 
becomes available to warrant revision. Under the 
straight-line method, the annual rates applied to the 
cost of the assets give effect to wear and tear, deterio- 
ration from natural causes and normal obsolescence. 


F. Income Tax. The company has deferred to future 
periods the income tax effect resulting from timing dif- 
ferences between financial statement pretax income 
and taxable income. The deferred tax on these differ- 
ences pertains principally to depreciable plant and 
equipment, development costs incurred on several 
properties, taxes and royalties included in inventories, 
exploration costs and Canadian Federal Branch tax. 

Investment tax credits utilized are deferred and 
amortized over the estimated lives of the related assets. 
(See also note 4.) 


G. Pension Plan. The company has a pension plan cov- 
ering substantially all employees, including employees 
in foreign countries. The policy is to fund pension cost 
accrued. (See also note 8.) 


2. The aggregate exchange gain or (loss) included in 
determining net income amounted to ($2,539,000) in 
1976 and $2,480,000 in 1975. 


3. Depreciation and amortization of producing property, 
plant and equipment was $28,758,000 in 1976 compared 
with $25,495,000 in 1975. 

4. Income tax expense comprises: 


(amounts in thousands) 


U.S. 
Federal Foreign Total 
1976 
Current taxes ....... $(1,100) $10,300 $ 9,200 
Deferred taxes .:.... (3,250) 28,300 25,050 
$ (4,350) $38,600 $34,250 
1975 
Current taxes ....... $ 150 $15,700 $15,850 
Deferred taxes ...... 18,150 34,250 52,400 
$18,300 $49,950 $68,250 


Deferred tax expense results from timing differences 
in the recognition of transactions for tax returns and 
financial statement purposes. The nature and the tax 


effect of these differences in 1976 and 1975 were as 


follows: 
(amounts in thousands) 


1976 1975 

Excess of tax over book depreciation: 

US heen ne arices tn Gti cner ORG Bos $ (750) $ 6,350 

FOKReigniacace coset. rece 23,150 24,650 
Deferred mine development costs: 

is Pera eresme unit aie codes ue dius of > 2,900 

FOFGIOGN wer wc seat te ee aerate (3,900) 4,900 
Exploration costs less than 

taxideductionStaa aia cmrare rier 1,500 2,200 
Deferred intangible drilling costs ... 50 2,700 
Deferred Canadian Federal 

Branchiitaxs 4-eee pre eeiee t tee: 4,650 2,550 
Investment credit benefit deferred 

(net of amortization $850 in 

WLS alae) SAN? fy WO) soca cooes 2,200 1,100 
Taxes and royalties .............. (500) 1,950 
Foreign currency translation ....... (200) 900 
Other tera ee ean cee eee (1,150) 2,200 

$25,050 $52,400 


Total tax expense is less than the amount which 
would be provided by applying the U.S. Federal income 
tax of 48% for the following reasons: 


1976 1975 
U.S. Federal income tax statutory rate. 48.0% 48.0% 
Canadian income subject to Canadian 
Incomes taxes eerie ee eae en (9.0 (3.4) 
W:SaDepletionseecemn reece _ (5.7) 
OUSR ate ae eee cee etre Perea eae (3.8) 9 
35.2% 39.8% 


No U.S. Federal income tax was provided on Cana- 
dian source income since the foreign tax credits arising 
from the Canadian taxes paid on this income are suffi- 
cient to satisfy the U.S. Federal income tax liabilities 
generated by this income after giving consideration to 
U.S. depletion deductions and U.S. Federal income tax 
deductions available to Western Hemisphere Trade 
Corporations (WHTC). Because of this and the higher 
Canadian income tax rates, the company expects to 
generate excess foreign tax credits which may not be 
utilized. 

At December 31, 1976 Texasgulf had investment tax 
credit carryforwards of approximately $22,500,000 
available as credits against future U.S. Federal income 
taxes. Of this amount $1,200,000 expires in 1981, 
$8,900,000 expires in 1982 and $11,850,000 expires in 
1983. The extent of utilization of these investment tax 
credit carryforwards is uncertain at this time. 

The company’s operations in Canada are subject to 
the Canadian Federal Branch tax. However, due to 
statutory provisions the time for payment of this tax may 
be deferred to future years. Accordingly amounts 
accrued relative to this tax have been classified as a 
non-current liability. 
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The Internal Revenue Service has examined the 
company’s tax returns for the years 1958 through 1965. 
A revenue agent’s report previously received for the 
period 1966 through 1968 is now in the process of being 
amended by the Service. Concurrently, the returns filed 
for the years 1969 through 1971 are being examined. 
The Service has challenged or is proposing adjust- 
ments to the company’s treatment of several items in 
the tax returns filed for the years 1958 through 1971. 

On December 28, 1976, the United States Tax Court 
decided that the company had deficiencies in income 
taxes due for the years 1958, 1959 and 1960. The deci- 
sion is subject to appeal by either party. If the govern- 
ment appeals, the company may cross-appeal on the 
issues resolved against the company by the Tax Court. 
As a result of this decision, previously reported net 
income for 1958, 1959 and 1960 has been reduced for 
deficiencies and accumulated interest of $2,741,000 or 
$.09 per share, $590,000 or $.02 per share and $4,862,000 
or $.16 per share respectively. 

The most significant of the remaining issues raised 
pertains to the company’s treatment of taxes paid to 
Ontario pursuant to The Ontario Mining Tax Act on 
income from the Kidd Creek Mine. The company has 
claimed this tax as a credit against U.S. income taxes. 
On audit, the Service asserted that the tax should be a 
deduction in arriving at U.S. taxable income for the 
years 1967 through 1971. This assertion has been sup- 
ported by a technical advice issued by the National 
Office of the Service in December 1976. The ultimate 
determination of this issue will also apply to the period 
1972 through April 9, 1974. The company has been 
advised by Messrs. Miller & Chevalier, its counsel on 
this issue, that with respect to the period prior to April 
10, 1974 the company has a meritorious position and 
that there is a substantial chance it will prevail in its 
contention that the Ontario mining tax is eligible for 
foreign tax credit. 

In 1975 The Ontario Mining Tax Act was amended, 
effective April 10, 1974, and regulations under the 
amended Act were published. The years 1974 through 
1976 have not been audited by the Internal Revenue 
Service, and a ruling has not been requested from the 
Service with respect to the amended Act. As to the 
period commencing April 10, 1974, Messrs. Miller & 
Chevalier have advised that they expect the company to 
ultimately prevail in its contention that the Ontario min- 
ing tax, as amended, is eligible for foreign tax credit. 

Should the Service prevail with respect to the unre- 
solved issues, including the ineligibility for credit of the 
Ontario mining tax through April 9, 1974, that tax being 
considered clearly eligible for credit after that date by 


the company, additional U.S. Federal income taxes 
and interest would be paid in the amount of $15,200,000 
after utilization of approximately $17,300,000 of the 
$22,500,000 investment tax credit carryforwards dis- 
cussed previously in this note and recoverable Federal 
income taxes would be reduced approximately 
$3,800,000. Additionally net assets would be reduced 
$22,450,000 after applicable reductions of deferred 
income taxes provided in prior years and approximately 
$14,000,000 of the investment tax credit carryforwards 
utilized would be credited to income in future years. 

The company intends to contest all of the major 
issues referred to above and expects to prevail. 


5. Long Term Debt 


(amounts in thousands) 


Dec. 31, Dec. 31, 
1976 1975 
Canadian dollar term notes, due 1979 ... $ — $ 79,805 
9% % Canadian dollar notes, due 1982... 24,790 _ 
Credit and term loan, due 1983 ......... 40,000 - 
10% Canadian dollar debentures, due 1986 24,790 - 
Sao VomnOteSnGue 1986) «2... san on seo 13,000 14,250 
As OConotes; QUE M989 44. sn. = nee os « 35,750 38,500 
9%% debentures, due 2000 ........... 125,000 113,350 
(LUNE? wc oe oe ene eee 8,242 16,619 
271,572 262,524 


er ry 


The 5.75% notes of a subsidiary due 1986 require 
semi-annual payments as follows: $625,000 in 1977 
through 1985 and $875,000 in 1986. The 4.70% notes 
due 1989 require annual payments totaling $2,750,000. 

Other notes payable include debt related to land 
acquisitions in North Carolina and advances received 
in connection with oil and gas exploration properties 
offshore Louisiana. Interest rates ranged up to 8% at 
December 31, 1976 with maturities through 1989. The 
balance of these notes at December 31, 1976 amounted 
to $8,242,000 of which $1,396,000 will be repaid in 1977. 

Payments totaling $221,106,000 were made on long 
term debt during 1976 primarily out of the proceeds 
from the sale of preferred stock and Euro-Canadian 
notes and debentures. 

Long term debt at December 31, 1976 matures 
through 1981 as follows: 


(amounts in thousands) 


BOTS sienia egies Ns cee es $ 5,396 
LONE saestiohe one) anoasete ot $ 6,519 
LCR Bar angie co Rerun $ 6,381 
POGOe aise. $18,043 
198 12 coe arr cece. $19,606 


At the end of 1976 the company had a contingent 
obligation as guarantor of 35 percent of $47,500,000 
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borrowed from banks by an affiliate and used in con- 
struction of the Robe River iron ore project. The com- 
pany is also the guarantor of 35 percent of the affiliate’s 
borrowing under a credit agreement with the Export- 
Import Bank of the United States up to $5,500,000, 
which approximates the amount borrowed as of 
December 31, 1976. 


There are no agreements with any bank, either writ- 
ten or implied, that the company is to maintain any 
demand deposit in a determined amount which would 
constitute support for existing borrowing arrangements, 
including both outstanding borrowings and the assur- 
ance of future credit availability. However, it is the 
company’s internal financial policy to maintain demand 
deposit balances sufficient in the company’s judgment 
to insure the continued availability of credit as the 
company may require. 

For certain additional information regarding long 
term debt reference is made to “Financing” in the 
Financial Review section of this report. 


6. On December 15, 1976, the company issued 3 million 
shares of $3.00 Convertible Cumulative Preferred Stock, 
Series A. The stockholders of the preferred shares are 
entitled to receive a dividend, if and when declared by 
the Board of Directors, prior to the payment of divi- 
dends on the common stock. Dividends on the pre- 
ferred stock are cumulative from the date of issuance 
and are payable quarterly commencing March 15, 1977. 
The preferred shares are redeemable at $50 per share 
(which is the liquidation preference value) plus accrued 
dividends. If the shares are redeemed prior to Decem- 
ber 15, 1986, a premium of $3.00 per share in 1977 and 
1978, $2.25 per share in 1979 and 1980, $1.50 per share 
in 1981 and 1982, $1.00 per share in 1983 and 1984 and 
$.50 per share in 1985 and 1986 is payable. At the con- 
version price of $31% per share of common stock, each 
share of preferred stock is convertible into approxi- 
mately 1.5936 shares of common stock. As of December 
31, 1976, 4,780,800 shares of common stock were re- 
served for conversion of preferred stock. 


7. Under a stock option plan approved by the stock- 
holders in April 1961 options were granted to officers 
and employees of the company to purchase shares of 
the company’s stock. Such options became exercis- 
able, as to 40% eighteen months after date of grant, as 
to 70% three years after date of grant, and as to 100% 
four years after date of grant and expired five years 
after date of grant. The plan was terminated during 1971 
as to the grant of additional options. 

Under a stock option plan approved by the stock- 
holders in April 1972 options may be granted to officers 


and key employees of the company to purchase up to 
750,000 shares. Options cannot be granted to non-offi- 
cer directors. In addition to granting “qualified stock 
options” which expire five years after date of grant, the 
company may also grant ‘‘non-qualified stock options” 
whose term shall not exceed ten years. Options granted 
in 1973 under the Plan were ‘“‘qualified stock options” 
and were to become exercisable in steps and over time 
periods similar to those granted under the 1961 plan. 
These options have been amended to become fully 
exercisable after two years from date of grant. Some of 
the options granted in 1974 and all of the options 
granted in 1975 were granted as “qualified stock op- 
tions.” All become exercisable as to 40% of the total 
granted one year from date of grant, as to 70% two 
years after date of grant, and as to 100% three years 
after date of grant. 

Under the options granted during 1974 optionees who 
are not officers or directors may elect at any time dur- 
ing the exercisable period to receive from the company 
the excess of the then fair market value of the shares 
exercisable over the option price. The Board of Direc- 
tors has retained the power to cancel or suspend this 
right of election. The company will satisfy any liability 
arising from such election in either cash or capital 
stock of the company or a combination of both at the 
election of the optionee. Under the options granted 
during 1975, the right to elect to receive from the com- 
pany the excess of fair market value of the shares exer- 
cisable over the option price was restricted to 
employees who were not at the time of grant, and who 
do not at any time prior to the exercise of such right 
become residents or citizens of the United States, and 
such rights could not be exercised by an officer or 
director of the company. 

Options granted in July 1976 are nonqualified options 
which expire ten years from date of grant and become 
exercisable as to 40% of the total granted one year 
from date of grant, as to 70% two years after date of 
grant, and as to 100% three years after date of grant. 
These options contain the right to elect to receive from 
the company the excess of fair market value over the 
option price, but the right is not limited to non-U.S. 
employees and non-officers as was the similar right in 
the 1975 options. Officers and directors will not be 
entitled to obtain the excess in the form of a cash pay- 
ment, however, unless such payment is made in com- 
pliance with rules of the U.S. Securities and Exchange 
Commission. 

Outstanding unexercised options held by certain 
officers on July 8, 1976 were amended on that date, 
subject to the consent of the individual officer, to add 
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the right to cancel any or all of such options, when 
exercisable, in return for the excess of fair market 


_ value over the exercise price, subject to the proviso 


with respect to cash payments which is stated in the 
options granted in July 1976. Outstanding unexercised 
options held by certain other offficers were similarly 
amended on February 3, 1977. 

Except as related to the election discussed in the 
preceding paragraphs no accounting entries are made 
until such time as an option is exercised. In the case of 
options granted which have this right of election the 
estimated costs to the company relative to the election 
are accrued and charged to operations over the option 
period. The excess of proceeds and accrued charges 
over the cost of shares transferred from the treasury is 
credited to contributed capital. 


1976 1975 
During the Option Price Option Price 
Year Options: Shares Per Share Shares PerShare . 


Were granted . 142,150 $34% 151,500 $33%6 


Became 

exercisable . 96,390 27% 6-33%6 243,930 1714 -27%6 
Were cancelled 

or expired .. 6,670 27% 56-34% 2,000 27%6 -33%6 
Were exercised 68,110 20 -27%. 101,825 15156-2234 


At December 31, 1976 there were 513,370 shares 
under option 245,780 shares of which were exercisable 
at prices ranging from $22% per share to $33%6. per 
share. 

Under a Career Incentive Stock Plan approved by 
stockholders, awards not to exceed 500,000 shares may 
be made out of treasury stock to officers and other key 
employees of the company and its subsidiaries. In 1976 
awards of 61,700 shares were made, awards of 2,580 
shares previously granted were cancelled, 500 shares 
of the 1976 awards were cancelled and 30,120 shares 
were transferred to the employees under the plan. In 
1975, awards of 80,850 shares were made, awards of 
1,920 shares previously granted were cancelled and 
17,770 shares were transferred to the employees under 
the plan. Awards outstanding at December 31, 1976 
and December 31, 1975 amounted to 221,405 shares 
and 192,905 shares respectively. An amount equal to 
the fair market value of the shares at the time of award 
is being charged to income over the period in which the 
awards will be earned. Accordingly, $1,273,081 was 
charged to income during 1976 ($863,000 in 1975). 
Shares are transferred 20% upon the second anniver- 
sary of the award and each anniversary thereafter. 

The shares reserved for issuance under the above 
plans amounted to 1,084,990 at December 31, 1976 and 
937,550 at December 31, 1975. 


The Employee Shareownership Plan adopted in 1974 
provides for initial and subsequent distributions of the 
company’s common shares to all full time employees 
except senior officers based on years of service with 
the company. 

Beginning in 1975, every employee on his first anni- 
versary and on each fifth anniversary of employment 
will receive one share of stock for each year of service. 
In the initial distribution over 41,400 shares were 
awarded. It is expected that approximately 48,000 
shares will be distributed to employees under the plan 
over the next five years. During 1976 and 1975, 8,484 
and 4,696 shares respectively, were distributed. 

In 1976 contributed capital increased by $1,848,000 
($1,537,000 in 1975) and treasury stock decreased by 
$652,000 ($759,000 in 1975) due to the transfer of com- 
mon stock under the stock option, career incentive, 
and the employee shareownership plans. 


8. Pension expense for 1976 and 1975 was $8,788,000 
and $7,145,000, respectively. The increase in pension 
expense in 1976 is attributable principally to the overall 
increase in wages paid reflecting both higher salaries 
and an increase in the number of employees. 

At December 31, 1976 and 1975 the market value of 
Plan assets exceeded the actuarially computed value 
of vested benefits. 


9. Rent expense amounted to $10,136,000 in 1976 and 
$9,295,000 in 1975 after receipts for subleases of 
$307,000 and $331,000, respectively. Of these amounts 
$3,882,000 in 1976 and $4,207,000 in 1975 pertained to 
tankers used in the transportation of liquid sulphur and 
were determined on the basis of tanker usage. 

The minimal rental commitments under all noncan- 
cellable leases as of December 31, 1976 were as 
follows: 

(amounts in thousands) 


1977 1978 1979 1980 1981 
Liquid sulphur tankers ...... $1,512 $1,470 $1,428 $1,428 $ — 
Rail cars and equipment .... 1,506 1,321 1,131 770 453 
Officeispacew sac areal gst! Alera) PAPAS reeds) 
Other sen. sash toes ee 59 62 ile 2 2 


(amounts in thousands) 
1992 


1982 1987 
through through through 
1986 1991, _1996__ Remainder 
Liquid sulphur tankers . $ — $ — $ — $— 
Rail cars and equipment... 1,322 — — = 
Office’spacetica-ne. ee. 6,404 5,182 4,785 239 
Ont: eeracuaicie Gace mic ig aoe 1 1 1 1 
$7,727 $5,183 $4,786 $240 
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The above amounts are net of rentals to be received 
on subleases of office space of $188,000 in 1977, 
$156,000 annually in 1978 through 1981, $686,000 for 
the years 1982 through 1986 and $150,000 for the 
years 1987 through 1991. There are no rentals after 
1991. 

The minimal rental commitments for noncapitalized 
financing leases consist of the amounts reported above 
for ‘“‘Liquid sulphur tankers” and ‘‘Rail cars and 
equipment.” 

The effect on net income if all noncapitalized financ- 
ing leases were capitalized, related assets were amor- 
tized on a straight-line basis, and interest costs were 
accrued on the basis of the outstanding lease liability 
would not be material. 


10. The company is engaged in various major construc- 
tion and plant expansion programs which in the aggre- 
gate are expected to cost approximately $445,000,000 
of which approximately $107,000,000 had been spent 
through December 31, 1976. 


11. On November 12, 1975, the government of Saskatch- 
ewan announced a plan to acquire the assets of some 
or all of the producing potash mines in the province, 
and legislation has been enacted to provide for expro- 
priation of mines which the government wants to buy 
but which the owners will not sell through negotiation. 
A board of arbitrators would determine a ‘fair and 
equitable price” in such a case and either party could 
appeal from the decision of the board to the courts. 
For 1976 the company’s sales of potash produced from 
Allan Potash Mines amounted to approximately 4% 
of the company’s consolidated sales. The company’s 
net investment in Allan Potash Mines is not material in 
relation to total consolidated net assets. 


12. Unaudited Current Replacement Cost Information 


Securities and Exchange Commission Rule 3-17 re- 
quires that certain information pertaining to current 
replacement cost for productive capacity, inventories 
and cost of sales be included in Form 10-K reports filed 
with the commission. An exemption from this require- 
ment was granted for 1976 for mineral resource assets. 
Since the company would be reporting current replace- 
ment cost information on a very minor portion of its 
productive capacity an exemption was requested and 
obtained from the SEC for these items. Current replace- 
ment cost information pertaining to inventories and cost 
of sales is contained in the company’s 1976 Form 10-K 
report filed with the SEC. 


Accountants’ Report 


PrEaT, MARWICK. MITCHELL & Co. 
CERTIFIED PUBLIC ACCOUNTANTS 
345 PARK AVENUE 


NEW YORK, NEW YORK 10022 


To The Stockholders of Texasgulf Inc. 


We have examined the consolidated balance sheets 
of Texasgulf Inc. and subsidiaries as of December 31, 
1976 and 1975 and the related consolidated statements 
of income, retained earnings and changes in financial 
position for the years then ended. Our examination was 
made in accordance with generally accepted auditing 
standards and accordingly included such tests of the 
accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 


In our opinion, the aforementioned consolidated fi- 
nancial statements present fairly the financial position 
of Texasgulf Inc. and subsidiaries at December 31, 1976 
and 1975 and the results of their operations and 
changes in their financial position for the years then 
ended, in conformity with generally accepted account- 
ing principles applied on a consistent basis. 


Vig Pa 


February 17, 1977 


Preferred Stock 

During 1976 Texasgulf’s preferred stock, issued on Decem- 
ber 15, traded over the counter between 4934 and 51%. The 
preferred stock commenced trading on the New York, Mon- 
treal and Toronto Stock Exchanges in January, 1977. 


High-Low Market Prices Texasgulf Common Stock 


1975 1976 


37% 40 


339% 


1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr. 


Dividends Paid per Share 
$305 30) 5 30) 930 $.30 30 30  ~=—-.30 


Prices shown are from the New York Stock Exchange where 
Texasgulf’s shares are listed under the symbol Tg. They are 
also listed on the Montreal and Toronto Stock Exchanges 
under the symbol TXG. 


Texasgulf Inc. and Subsidiaries 


Ten Year Financial Summary 


Income (in millions of dollars) 


Royalties, interest and otherincome.............. 


Operating, delivery and other related costs 
and expenses, including exploration ............ 


Selling, general and administrative expenses ...... 
Interest expense ...... 3...» «<5:% « eee 
Income taxeS®. . 0... 5. sss soos in ee 
Income before extraordinary charge.............. 
Extraordinary charge net of applicable income taxes 


Net income ..5...-.05c66+505 3 55 56 Oe 


Financial Position (in millions of dollars) 


Current assets~.............6. 00:60 ee 


Working capital”... ....... :.5.4% o=5eeeee 
Mineral and product inventories ................. 
Property, plant and equipment—net .............. 
Total Assets... 0... le 
Long term debt, less current maturities .......... 


Stockholders’ Equity* ............ 22 


Other Data** 

Per Share of Common Stock— 
Income before extraordinary charge............ 
Extraordinary charge, net of tax. 2...) |e 
Net income ..2.:.52....7500.55 +500) 
Dividends... s.24 6 .careleey «ae ek oe 
Market price range percommon share.......... 

Number of shareowners of record Dec. 31......... 


Average number of common shares outstanding 
(in thousands) 


«0, 18) 6 6 fee (0) © "e 6 © 6 @ » ee 0 © © © «0. 0) 6) © 0 6 'o) ele) @ (6 ome 


*As restated, see note 4. 
** Adjusted for three-for-one stock split at May 6, 1968. 


1976 
$480.5 
10.1 


340.7 
29.8 
2120 
34.2 
62.9 


62.9 


337.4 
Soc 
244.2 
1925 
945.8 
1,372.6 
266.2 
795.4 


2.05 

2.05 

1.20 

37% -27 V2 
62,289 


30,735 


3.37 

3.37 

1.20 

36% -237% 
64,534 


30,616 


4.83 

4.83 

.98 

36% -20% 
66,881 


30,483 


1973 
$363.8 
5.3 


220.7 
15.0 


33% -17 8 
64,841 


30,417 


.60 
20%4-14% 
80,247 


30,396 
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1971 
$217.7 
Sh 


159.6 
13.6 
8.8 
14.0 
24.9 
(4.7) 
20:2 


144.7 
65.8 
78.9 
67.8 

462.4 

670.0 

169.1 

364.2 


82 
15) 
.67 
.60 
2438-11 % 
82,511 


30,386 


1970 
$219.5 
10.9 


143.1 
cheng, 
7.9 


23%-13 
79,728 


30,386 


1969 
$239.3 
10.8 


147.6 
les 
6.9 
22.3 


Do 
397%-19% 
72,149 


30,384 


2.36 
2.36 
.33 V3 
497-29 
62,001 


30,324 


2.08 

2.08 

glove 
5313-32 % 
48,529 


30,223 
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Officers 


H. V. W. Donohoo P. Ray Clarke 


David M. Crawford Charles F. Drees David C. Edmiston, Jr. Dr. Gino P. Giusti 


E 


John W. Hall, Jr. Earl L. Huntington ¥ Kenneth J. Kutz ) Gordon N. McKee, Jr. 


Walter F. Meyer Dr. Leo J. Miller Frank R. Moulton, Jr. Dr. James R. West 


Officers and Staff 


P. Ray Clarke 
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Charles F. Fogarty 
Chairman of the Board 
and Chief Executive Officer 


Richard D. Mollison 
President 


H. V. W. Donohoo 
Executive Vice President 


James W. Estep 


Senior Vice President Senior Vice President 


Metals Division 


Industrial Chemicals 


Timmins, Ontario Division 
Englewood, Colorado 
David M. Crawford Gino P. Giusti Kenneth J. Kutz Leo J. Miller 
Secretary Vice President Vice President Vice President 
Employee Relations International Division Minerals Exploration 
and Administration Division 
Charles F. Drees Golden, Colorado 
Vice President 
Sulphur Operations John W. Hall, Jr. Gordon N. McKee, Jr. Frank R. Moulton, Jr. 
Newgulf, Texas : cee - Vice President Vice President 
? Vice President Berea Gurer and General Manager 
Marketing Oil and Gas Division 
David C. Edmiston, Jr. ies coca 
Vice President ; James R. West 
Agricultural Chemicals Earl L. Huntington Walter F. Meyer Vice President 
Division Vice President Vice President Research, Engineering 
Raleigh, North Carolina and General Counsel and Controller and Construction 
Administrative Charles J. Gillem Corporate Insurance and Office Manager 
J. Morgan Gregory Aviation Manager 
Data Raleigh, North Carolina 
i John G. Stengel Manager 
mrocoss|ng William F. Hodge, II Computer Operations Supervisor 
Francis J. Moore Systems and Programming Supervisor 
David L. Rutledge Systems and Programming Supervisor 
P. Eugene Truelove Technical Services Supervisor 
Employee F. Wayne White Manager 
Relations Thomas G. Downing Assistant Manager 
William O. Britt Compensation Manager 
Finance John J. Burke Assistant Credit Manager 
James A. Campbell Assistant Controller, Taxes 
James J. Finn Assistant Controller, General Accounting 
James P. Finnigan Budget Manager 
Robert P. Hedley Assistant Treasurer 
John E. Johnson Assistant Treasurer 
Leroy T. Kling, Jr. Assistant Manager, General Accounting 
Daniel H. Payne Assistant Manager, Taxes 
William F. Seamon Credit Manager 
John T. Thornton Assistant Controller, Accounting Policy 
Internal Audits John T. Duffy Manager 
Michael Kudlick Assistant Manager 
Law Joseph C. Brown Assistant General Counsel and Assistant Secretary, Houston 
Charles W. Wilder Assistant General Counsel and Assistant Secretary 
Meredith P. Crawford, Jr. Senior Counsel and Assistant Secretary 
Clyde D. Ford Senior Counsel, Houston 
George W. Hugo Senior Counsel, Houston 
Lucius W. Pullen Senior Counsel, Raleigh 
Reginald A. Willoughby Senior Counsel, Toronto, Ontario 


Unless otherwise indicated location is Stamford, Connecticut. 


Marketing 
Advertising 


Marketing Research 


Transportation and 
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Second Quarter Sales and Earnings 


To Our Shareowners: 

Texasgulf’s net income for the second 
quarter of 1976 was below the same 
quarter a year ago although sales ton- 
nages were higher. Most of the decline 
in net income was caused by non- 
operating charges, as income from oper- 
ations showed an improving trend over 
the first quarter of 1976. 

Net income for the second quarter 
of 1976 amounted to $20,562,000 or 
67 cents per share, compared with 
$26,186,000 or 85 cents per share in 
the second quarter of 1975, as restated 
for foreign currency translation in com- 
pliance with the Statement of Financial 
Accounting Standards No. 8. 

Under the new Financial Accounting 
Standard, long-term liabilities in curren- 
cies other than that of the United States 
must be revalued at the end of the 
accounting period using the then current 
exchange rate. On June 30, 1975, the 
Canadian dollar was equivalent to 


When Texasgulf was first listed for trading on the Montreal Stock Exchange on 


$.9707 in U.S. currency. On June 30, 
1976, the Canadian dollar was equiva- 
lent to $1.0322 in U.S. currency. The 
consequence was a substantial adverse 
impact on earnings compared with a 
year ago. 

Sales in the second quarter of 1976 
amounted to $134,573,000 compared 
with $108,822,000 in the second quarter 
a year ago. 

Net income for the first six months 
amounted to $36,519,000 or $1.19 per 
share, compared with $56,595,000 or 


(continued on page 2) 


220th Dividend Declared 

A dividend of 30 cents per share 
payable September 15 to share- 
owners of record on August 16 
was declared by the board of di- 
rectors on July 8. 


— 


July 13th, its TXG symbol appeared on the board on the Exchange Floor. Left 
to right, are Gordon N. McKee, Jr., Tg vice president and treasurer; Robert Demers, 
president of the MSE; Dr. Charles F. Fogarty, Tg chairman; Louis R. Desmarais of 
Montreal, a Texasgulf director, and Earl L. Huntington, Tg vice president and 


general counsel. 


quarter report 


For the period ended June 30, 1976 


HIGHLIGHTS 

Non-operating items accounted for half 
of the decline in earnings in the first six 
months of 1976 and about three fourths 
of the decline in the second quarter. 


* * * 


Phosphate mining capacity at Lee 
Creek, North Carolina has been in- 
creased by the addition of a new drag- 
line and dredge. 


* * * 


Potash production improved at mines in 
Utah and Saskatchewan. 


* * * 


Production at new Comanche Creek 
Frasch sulphur mine is improving. 


* * * 


Soda ash production starting in mid- 
August at the Wyoming Trona mine and 
processing plant. 


* * * 


Development and construction projects 
at Kidd Creek metals operation on 
schedule, including No. 2 underground 
mine, concentrator expansion, and con- 
struction of copper smelter and refinery. 
Metals. sales improving. 


* * * 


More than 23,000 feet of additional drill- 
ing completed at lzok Lake. 


* * * 


Oil and gas test well planned on acre- 
age acquired in Gulf of Alaska. 


* * * 


Work is continuing on Saskatchewan 
heavy oil recovery project. 


* * * 


Bulk samples are being obtained from 
Cerro Colorado copper deposit. 


* * * 


Additional drilling is being done on 
Marandoo iron ore deposit. Long-term 
sales contracts sought. Price increases 
obtained for Robe River iron ore pellets. 


Texasgulf’s phosphate feed ingredients plant at Weeping Water, Nebraska, is about 


30 miles south of Omaha in the heart of the farm belt. 


$1.85 per share in the first six months 
of 1975. 

Sales in the first six months of 1976 
totaled $245,122,000 compared with 
$217,859,000 for the same period a 
year ago. 

Approximately half of the decrease in 
income before taxes in the first six 
months was attributable to fertilizer op- 
erations. Although fertilizer sales vol- 
ume was up, average prices received 
for dry phosphate fertilizer products 
were down 40% or more from a year 
ago while phosphoric acid prices were 
down only about 10 per cent. Higher 
metals sales resulted in a modest in- 
crease in operating income for metals. 
Metal prices were lower than a year ago 
but are improving. The copper price in- 
creases recently announced occurred 
too late to have any effect on reported 
earnings. 

The other half of the decline in the 
first six months was caused by non- 
operating items. Income before taxes 
was reduced over $10,000,000 by the 
combination of higher interest expense 
and reduced interest income. The in- 
creased interest expense resulted from 
borrowing to help finance the major 
capital projects underway, including the 
Kidd Creek mine and concentrator ex- 
pansion, the copper smelter and refin- 
ery and the Wyoming soda ash project. 

An additional $7,000,000 of the de- 
crease in income before taxes resulted 
from accounting adjustments made in 
compliance with the requirement for 
foreign currency translation. The adjust- 
ment made pertains principally to the 
long-term debt payable in Canadian 
dollars. This resulted in a $3,500,000 
charge against income in the first six 


months of 1976, compared with $3,500, - 
000 of income recorded in the same 
period of 1975. 

The same general factors noted above 
accounted for the decline in earnings in 
the second quarter of 1976 compared 
with that of 1975 except that non-oper- 
ating items accounted for about three- 
fourths of the decline in the second 
quarter. 


Effective Tax Rate 

Income taxes, including the Ontario 
Mining Tax, have been provided at an 
estimated annual effective rate of 34.5 
per cent for the first six months of 1976 
and 34 per cent for the second quarter 
of 1976 compared with 40 per cent 
used in corresponding periods in 1975. 
The reduced rate reflects the lesser pro- 
portion of overall income in 1976 which 
is expected to be subject to the higher 
Canadian income tax rates including 
the progressive rates of the Ontario 
Mining Tax. Also, taxable income sub- 
ject to the Ontario Mining Tax will be 
lower because of the increased proc- 
essing allowances due to the major 
capital improvements currently being 
made at Kidd Creek. 


The Outlook 

With the recovery in the economy, de- 
mand for most of the company’s pro- 
ducts is strong and growing. Prices for 
metals are improving. Fertilizer prices 
have been severely depressed but 
should improve. Sulphur prices, which 
have remained firm in the domestic mar- 
ket, have been weaker in export with 
the slower economic recovery overseas. 
However, Texasgulf continues to be 
confident of the long-range growth in 
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demand for all of its products and con- 
tinues an active exploration program 
and heavy capital investment in major 
projects for further growth and diversi- 
fication. 


Agricultural Chemicals Division 


Phosphate 

More than 126,000 tons of 100% P20s 
phosphoric acid were produced at the 
Lee Creék, North Carolina phosphate 
fertilizer complex in the second quarter 
of 1976, an increase of 11% over the 
same period in 1975. Because of the 
slackened demand in domestic and ex- 
port markets, production was maintained 
at a rate of 74% of annual capacity of 
680,000 tons per year which permitted 
maintenance work on the four produc- 
tion units without shutdown. 

The addition of a 50 cubic yard drag- 
line and a 30 inch suction dredge has 
increased mining capacity from 3 mil- 
lion to 5 million tons of phosphate con- 
centrates per year. 

Texasgulf’s ability to maintain a high 
level of sales reflected market recogni- 
tion of high quality products. Lee Creek 
clear and green acid is the standard 
sought by the industry. Lee Creek su- 
perphosphoric acid is the most widely 
used in the growing liquid fertilizer 
business. A special granular triple su- 
perphosphate of high water solubility, 
produced in quantity in the U. S. only by 
Tg, is in strong demand in Europe. 

In June, Texasgulf acquired the Caro- 
lina Eastern North, Inc. fertilizer plant 
at Mount Olive, N. C., located about 115 
miles west of Lee Creek, which could 
produce 100,000 tons of product per 
year. The plant produces a liquid fertil- 
izer, 10-34-0 (10 per cent nitrogen and 
34 per cent P20s) using superphos- 
phoric acid produced at Lee Creek. 
This liquid fertilizer product is non- 
corrosive, easy to transport, and ex- 
pands the number of fertilizer products 
produced by Texasgulf. 


Feed Ingredients and Limestone 

Texasgulf’s limestone mine and phos- 
phate feed ingredients plant at Weeping 
Water, Nebraska has provided further 
diversification in agricultural chemicals. 
During 1976 over 14,000 tons of Lee 


‘Creek superphosphoric acid have been 


used together with the high quality lime- 
stone mined here. Dicalcium phosphate 
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sales bring a premium price for phos- 
phates over that now obtainable from 
normal fertilizer sales. Until recently 
only an 18.5% P20s DiCal product was 
made, but now a 21% P2Os MonoCal 
product is being produced. Other prod- 
ucts made from Weeping Water’s high 
quality calcium carbonate limestone in- 
clude feed-grade limestone. 


Potash 

Potash production has improved over a 
year ago at Texasgulf's Cane Creek 
Mine in Utah. The advanced solution 
mining experimental work at Cane Creek 
continued and during the second quar- 
ter of 1976 two new experimental wells 
were completed. Efforts to improve pond 
productivity using dyes were encourag- 
ing. 

Operations at Allan Potash Mines in 
Saskatchewan continued to improve. 
Production increased to a rate of about 
two-thirds of-the design capacity of 1.5 
million tons of potash per year. Tg has 
a 40% interest in this operation. 

In May, nine potash producers includ- 
ing Texasgulf filed suit against the 
Saskatchewan government on the basis 
that the prorationing fee and reserve tax 
breach the government's agreements 
not to increase severance and produc- 
tion taxes before 1981. The Provincial 
government has continued negotiations 
for the purchase of at least one of the 
producing mines under its announced 
plan to purchase or expropriate some or 
all of the mines. 

During the first six months of 1976 
higher domestic potash prices and sub- 
stantially increased tonnages sold were 
offset by higher costs and lower export 
prices. 


Industrial Chemicals Division 


Sulphur 
Frasch sulphur production increased 
about 16% over a year ago, and pro- 
duction of recgvered sulphur at four 
plants in Alberta continued at normal 
levels. 

Approval of the Mexican government 
has been received to merge Azufres 
Nacionales Mexicanos, S.A. de C.V. 


(Anamex) into Compania Exploradora 
del Istmo (CEDI). Texasgulf estimates 
the Anamex concession has about 7.4 
million long tons of sulphur reserves 
adjacent to CEDI’s Texistepec mine. 
Texasgulf owns 34% of both CEDI and 
Anamex. The remaining 66% is owned 


by the Mexican government. The Tex- 
istepec plant facilities can be used to 
mine these reserves. 


Soda Ash 

Plant construction, continued on sched- 
ule, and the first of two circuits for the 
production of soda ash at Texasgulf’s 
trona mine near Granger in southwest- 
ern Wyoming is now in the process of 
starting up. The first soda ash production 
is anticipated in the third week of 
August. 

The design capacity of the plant is 
one million tons per year, and is read- 
ily expandable to two million tons. 

Increased production of natural soda 
ash from trona is needed to meet the 
growing requirements of the glass and 
chemical industries. The demand con- 
tinues to grow and more synthetic Sol- 
vay soda ash plants are closing due to 
environmental problems and high pro- 
duction costs. The current price for 
soda ash is $50 per ton f. 0. b. Wyom- 
ing. All of Texasgulf’s soda ash ex- 
pected to be produced during the first 
year has been committed for sale. 


Caustic soda-chlorine 
Marketing, financial and technical stud- 
ies are continuing on a planned caustic 
soda-chlorine plant at Gulf in Matagorda 
County, Texas, the site of Texasgulf’s 
Original sulphur mine. 


Texasgulf’s soda ash plant near Granger in 


of starting up. 


About the Back Cover: Whistling 


swans enjoy a peaceful coexistence 
with giant draglines at the Lee Creek 
phosphate mine 


in eastern North 
Carolina. The swans commute be- 
tween North Carolina and Baffin 
Island, home of the first commercial 
mine, Nanisivik, north of the Arctic 
Circle in North America. 


Metals Division 


Kidd Creek Operation 

Kidd Creek metals operations at Tim- 
mins, Ontario were normal and satis- 
factory during the second quarter. 
Production at the zinc metal plant was 
near the design capacity of 10,000 tons 
per month, much higher than a year ago 
when operations were curtailed because 
of reduced demand. 

Development and construction proj- 
ects at Kidd Creek continued on sched- 
ule. The shaft for the No. 2 underground 
mine has reached a depth of 3,200 feet. 
Its completion to a depth of over 5,000 
feet will permit increasing Kidd Creek 
mine production from 3.6 to 5 million 
tons of ore per year. 

Mining in the open pit is nearing its 
planned completion to a depth of 800 
feet, and the transition to underground 


southwestern Wyoming is in the process 


mining is proceeding on schedule. The 
backfill plant is now in operation, pro- 
ducing a mix of crushed rock and 
cement to fill mined-out stopes and 
permit 100 per cent recovery of the ore. 
The addition of the fourth circuit in 
the Kidd Creek concentrator is also on 
schedule for completion in mid-1978. 
Engineering, design, procurement and 
construction on the first of two 65,000 
ton units of the Kidd Creek copper 
smelter and refinery are proceeding 
in Toronto and at Timmins. A draft en- 
vironmental impact study has been pre- 
sented to the Ontario Ministry of the 
Environment. Contracts have been 
awarded for a sulphuric acid plant, oxy- 
gen plant, batch concrete plant and 
piling. Specialized smelting furnaces, 
waste heat boilers, and other items have 
been ordered. Site preparation and 
grading have been completed. Pile 
driving is under way. Foundations will 
be completed this fall so that steel 
erection can proceed during the winter 
months. The smelter and refinery should 
start up in the second quarter of 1979. 


Nanisivik to start up 


Construction of underground mining 
and surface facilities for the Nanisivik 
zinc-lead mine on Baffin Island is near- 
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Dividend Reinvestments Growing 


The number of Texasgulf’s shareowners enrolled in the company’s dividend 
reinvestment plan continues to increase. More than 8 per cent — 5,061 shareowners 
— reinvested the latest dividend in the purchase of additional shares of Tg stock. 

In addition to reinvestment of dividends the plan also permits shareowners to 
add cash payments up to $3,000 each quarter for purchase of additional shares. 
Each shareowner’s account is credited with full and fractional shares equivalent to 
the dividends and cash invested, thus insuring that fractional as well as full shares 


Loading pocket 


will earn future dividends. 


Service charges on small transactions are kept to a 


minimum since all participants’ purchases of additional shares are pooled under 


the plan. 


Shareowners may obtain a brochure describing the dividend reinvestment plan 


and a card for enrolling by writing to: 


David M. Crawford 
Secretary 

Texasgulf Inc. 

200 Park Avenue 

New York, N.Y. 10017 


Or: 
Morgan Guaranty Trust Company 
P.O. Box 3506 

New York, N.Y. 10008 


ing completion and is scheduled to 
start up October 1. Texasgulf retains a 
35 per cent net profits interest in the 
production planned at the rate of 
130,000 tons of zinc concenirates and 
10,000 tons of lead concentrates with 
some silver annually. 


Metals Marketing 


Recovery in key sectors of the econ- 
omy, especially the automotive industry, 
has stimulated renewed demand _ for 
metals. 

Zinc metal sales have improved each 
month of 1976. The price for special 
high grade zinc has remained steady at 
37.5 cents per pound. Zinc concentrate 
sales, however, are about 15 per cent 
below those of a year ago. 

Copper sales were strong. Prices in 
North America increased in April from 
66 cents to 70 cents per pound, and 
in early July to 74 cents (U.S. funds). 

Silver sales were also strong and 
prices improved during the first six 
months of 1976, from less than $4 per 
ounce to $4.90. Demand for lead im- 
proved and prices increased in early 
July, from 23 cents per pound to 24% 
cents. Cadmium sales were high, at a 
price of $2.75 per pound. 


Minerals Exploration Division 


An active minerals exploration program 
continued in Canada, the United States, 
Mexico, Panama, Australia, Ireland, 
Spain and South Africa. 
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Izok Lake 

More than 23,000 feet of new diamond 
drilling had been completed on the 
base metal sulphide deposit at Izok 
Lake, in the Northwest Territories of 
Canada, 225 miles north of Yellowknife, 
when drilling was suspended in late 
May because of an early break up of the 
ice. Assays from 67 holes drilled so far 
in 1976 have been completed and 
preliminary ore tonnages calculated for 
the three sulphide zones in the deposit 
which occurs partly under lzok Lake 
and partly under a 750-foot-long island 
in the southern portion of the lake. 

The strike length of the main zone 
has been extended to 2,000 feet, the 
north zone to 700 feet, and the north- 
west zone to 1,500 feet. Ore tonnages 
are now calculated at over 12 million 
tons assaying 13.7% zinc, 2.82% cop- 
per, 1.42% lead and 2.05 ounces of 
silver per ton. The deposit is shallow 
and ideal for open pit mining. 

Geologic mapping, geophysical sur- 
veys and diamond drilling are continu- 
ing on land. A further program of 
drilling from lake ice locations will be 
resumed when weather permits during 
the 1976-77 field season. 

Drilling on another geophysical anom- 
aly on the south snore of the lake has 
intersected a 50-foot zone of copper 
and zinc mineralization. Additional ex- 
ploration work on this anomaly and sev- 
eral others in the area is underway. 

A gold prospect 18 miles south of 
Izok Lake is now in the early stages of 
exploratory drilling. 


Printed in U 


About 1 million tons of high copper 
and low zinc mineralization have been 
outlined at Hood River, 25 miles north 
of 1zok Lake, which could be processed 
at Izok Lake if and when developed. 


Other Minerals Exploration 

In the Stikine District of British Colum- 
bia, drilling was resumed on the Red 
Group claims. Three holes have been 
drilled, two of which encountered sig- 
nificant copper values. An intersection 
of 160 feet in the last hole assayed 
2.21% copper. 

In Wyoming, drilling continues on the 
uranium project at Radon Springs. Eval- 
uation work is in ‘progress. 

Exploration work continues at the Iron 
Dyke project in Oregon and on the Red 
Ledge prospect in Idaho in order to de- 
fine the mineralization and structure. 

At Cripple Creek, Colorado, explora- 
tion work to determine the possibility of 
open pit mining as well as underground 
mining is continuing. Two holes drilled 
from the surface encountered encourag- 
ing gold values. One hole drilled from 
underground has encountered a narrow 
zone of very high grade gold minerali- 
zation. Further exploration is necessary 
before its significance can be assessed. 


Oil and Gas Division 


Production of oil and gas in the United 
States and Canada was below a year 
ago, but will increase as new produc- 
tion comes on stream. 

In Canada, the Federal Government 
announced new oil prices and has al- 
lowed natural gas prices to increase. 

On July 27, the U.S. Federal Power 
Commission raised the ceiling price on 
gas newly discovered or newly sold in 
the interstate market after Jan. 1, 1975, 
from 52 cents to $1.42 per thousand 
cubic feet. The ceiling for gas com- 
mitted after Jan. 1, 1973, was raised to 


$1.01. These increases have been 
delayed by a temporary restraining 
order. 


In the Provost area of Alberta, 10 new 
infill wells were drilled and completed, 
adding to the 64 shallow wells previ- 
ously in production. 


Oil and Gas Exploration 

Significant exploration developments 
occurred in the second quarter. Texas- 
gulf joined with Gulf Oil Corporation, as 
operator, and several others to acquire 
three blocks on some of the most at- 
tractive structures in the April 13th lease 


sale in the Gulf of Alaska. Negotiations 
are currently under way to join with 
Shell Oil Company in drilling an initial 
exploratory test later this year which will 
serve to evaluate one of these blocks, 
105 Icy Bay, in which Texasgulf holds 
a 5% interest. 

Texasgulf has a 12.5% interest in a 
group headed by Rainbow Resources 
Inc. for exploratory drilling in the Rocky 
Mountain area of Wyoming and Colo- 
rado. The program will include drilling 
18 test wells on as many structures to 
evaluate 170,000 gross acres held by 
the group. 


North Battleford, Saskatchewan 


In Saskatchewan, work is continuing on 
the heavy oil recovery project at North 
Battleford, where Texasgulf has a 50 
per cent interest in large potential oil 
reserves. A five-well test system has 
been completed by the addition of three 
wells this year. Individual wells are 
being alternately steamed and produced 
to evaluate the feasibility of heavy oil 
recovery. 


Overseas Areas 


Texasgulf has a continuing interest in 
petroleum concessions offshore Sene- 


The Cerro Colorado copper deposit is in a mountain range 40 miles from David, Panama. 


gal, Nicaragua and Thailand and is 
performing geophysical work on an 
11,210-square-mile concession in the 
Indus Valley of Pakistan. Negotiations 
are in progress to explore an additional 
500-square-mile concession in the Pot- 
war Basin of the Indus Valley. 


International Division 


Panama 


Cerro Colorado. Work continues on a 
feasibility study of the Cerro Colorado 
porphyry copper deposit in western 
Panama to be completed in May, 1978. 
Texasgulf is manager of the project and 
will have a 20 per cent equity participa- 
tion in the venture in association with 
the Government of Panama. 

Four diamond drills are being used to 
further define the copper mineralization, 
and a 2,500-foot adit is being driven by 
miners from Kidd Creek and Panama. 
The adit which has now penetrated 800 
feet will provide necessary information 
on the ore grade of the deposit and 
bulk samples for pilot plant metallurgi- 
cal testing at the Colorado School of 
Mines Research Institute. 

Engineering for the concentrator, 
smelter, port site, access roads and 
related facilities is being done by a joint 
venture between Brown & Root Over- 
seas Inc. of Houston and Seltrust En- 
gineering Ltd. of London. 


Western Australia 


Marandoo. Negotiations are continu- 
ing with Japanese steel mills for sales 
contracts covering 18 million tons per 
year of Marandoo iron ore over a 20- 
year period. Plans for the project would 
include Japanese equity participation. 
Additional drilling is under way to further 
increase the proven reserves of the 
Marandoo deposit. 


Robe River. A second loadout facility 
for the Robe River iron ore operation, in 
which Texasgulf has a 10.5 per cent 
interest, has been completed, increas- 
ing capacity from 13.2 to 15.8 million 
tons of ore per year. Plans are now 
being considered to increase ore ca- 
pacity to 19.8 million tons by 1978. 

Negotiations are being carried out for 
further sinter fines sales in Europe and 
Japan. Nearly 30 per cent of present 
sales are to Europe. 


Texasgulf Day in North Carolina Proclaimed 


In recognition of the tenth anniversary of Texasgulf’s phosphate operations, 
Governor James E. Holshouser, Jr. declared July 25 ‘“‘Texasgulf Day” in North 
Carolina. More than 4,500 people toured the Lee Creek mining and proc- 
essing facilities. In his proclamation, Governor Holshouser said: 

“WHEREAS, Texasgulf pioneered in the mining of phosphate ore in Beau- 
fort County and was the first to discover the extent of the deposits of this 
important natural resource beneath the Pamlico River lowlands; and 

“WHEREAS, Texasgulf has invested nearly $200 million in its phosphate 
mining and fertilizer materials manufacturing complex at Lee Creek and 
plans for greater investment in the future, providing today jobs for more 
than 1,000 local workers and creating a strong economic base for Beaufort 


County and the area; and 


“WHEREAS, Texasgulf has pioneered in the study of ground water in 
the area and the more efficient use of water in industry, as well as in 
research to make land reclaimed after mining more productive than before 


mining; and 


“WHEREAS, Texasgulf has been an outstanding industrial citizen, and it 
is fitting that on the Tenth Anniversary of production at Lee Creek we recog- 
nize Texasgulf for its many contributions to the total life of our State and 


our Nation; and 


“WHEREAS, Texasgulf has set aside July 25 for an Open House program 
at Lee Creek and has invited the public to help celebrate its Tenth Anni- 


versary; 


“THEREFORE, | proclaim Sunday, July 25, 1976 


TEXASGULF DAY IN NORTH CAROLINA 
and commend its observance to our citizens.” 


Increases in pellet prices have been 
obtained from the Japanese steel mills 
on half of the contract tonnage. 


Pandora Project. Metallurgical test 
work continues on the Pandora plati- 
num-ferrochrome project in South Afri- 
ca. Discussions are being held with 
other companies for possible equity 
participation in the project. 


Peabody Coal Company 

On July 8, Kennecott Copper Corpora- 
tion sent letters to 100 major compa- 
nies, inquiring whether any of them 
would have an interest in purchasing 
20% of Peabody Coal Company should 
Kennecott decide to spin-off to its 
shareholders the remaining 80%. Ken- 
necott stated in the letter that current 
active discussions with possible pur- 
chasers of 100% of Peabody would 
be continued simultaneously. The offer 
of Texasgulf and its bidding group to 
acquire Peabody is being actively dis- 
cussed with Kennecott. This group now 
includes Texasgulf, 25%; Newmont 
Mining Corporation, 25%; The Williams 
Companies, 25%; Fluor Corporation, 
20%, and the Equitable Life Assurance 
Society of the United States, 5%. 


Texasgulf Canada Ltd. Financing 
On June 24, Texasgulf’s wholly-owned 
subsidiary, Texasgulf Canada Ltd., sold 
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$25 million (Canadian) of 9%2% notes 
due 1982 and $25 million (Canadian) 
of 10% debentures due 1986 in the 
international capital market. Proceeds 
will be used to finance part of the cost 
of Texasgulf Canada’s capital expendi- 
tures. The proceeds of the borrowing 
were temporarily used to prepay most 
of the outstanding Canadian bank loans. 


New Corporate Headquarters 

As previously announced, Texasgulf will 
move its corporate headquarters from 
New York City to Stamford, Connecticut, 
early in 1977. A long-term lease has 
been signed for 73,500 square feet of 
space in a three-story building in High 
Ridge Park in which Texasgulf will be 
the sole tenant. Present offices in the 
Pan Am Building occupy 42,000 square 
feet. 


The continued loyalty and support of 
the company’s shareowners, employees, 
customers, suppliers and community 
neighbors is deeply appreciated. 


CHARLES F. FOGARTY 
Chairman 


RICHARD D. MOLLISON 
President 


July 30, 1976 
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Texasgulf Inc. 


Consolidated Statement of Income (amounts in thousands) 


Three Months Ended Six Months Ended 
June 30 June 30 
1976 1975(1) 1976 1975(1) 
Ses OE eae err i pe Uh cat mgt ela Lie tt al $134,573 $108,822» $245,122 $217,859 
Royalties, Interest and OtherIncome ............................. 2,319 4,392 5,022 11,420 
136,892 113,214 250,144 229,279 
Costs and Expenses 
Operating, delivery and other related costs and expenses, including 
een mD mae a) 2, Cob Sy ee rele) ED EL MRE a 91,814 64,333 166,660 122,908 
=eling. general and administrative ...... 0.6060 0.0 eke eee 7,043 2,052 14,895 5,450 
Nn TN eT ED ES Pi A oe taut ace ard waa Dy Sol AR ONT 6,923 2,973 12,770 6,262 
Co HESS) O88 A CMI ee Re he A 10,550 17,670 19,300 38,064 
116;330 87,028 21o,O20 172,684 
eR TI ats ES eae vis) x os oR aake ttt dates Ls ante a desu’ $ 20,562 §$ 26,186 2) 30,919) )./5) 56,095 
Mee@crCOMO rer SNAG 2... ee eee bees whe men ean $0.67 $0.85 $1.19 $1.85 
SIIREEOPONOLG) 3 i 0 we Sb ved Leek Wet ws S ba oe $0.30 $0.30 $0.60 $0.60 


Consolidated Balance Sheet 


(amounts in thousands) 


June 30 December 31 
1976 1975 

Assets 
se LON ITUNIIMCSU TICS aint las Ma Navara ae engine BPO ANP Satna 2 De ae EU oe ONLY susie fo #1 9 AT A $736,965 
TE CET Pe a le a ORs A ae eee gene 108 Ae SN Eee DN Ga a hLeee 80,893 
SERS) oo oe odd RR ioe NR 2 ea nan POD DR Cyan CT aereR. SAL Atte PL Loar aie”. mena aR 201,365 W%2, for 

SOc CHOLERA ASSOLO rei aS 2 IE ie ee OU Ae RE ORT eee tere hae) 9G hd SD 314,064 290,595 
ree em caveances, and OlMerassels: «ek ioe tis Oo tes Wh ae Nr ey oo civate 58,355 47,724 
Reeve ee eral~ INCOM taxes. A200")... ouulece 5 eee eee amen te ON Te at 12,100 12,100 
eee ae teat, Gla: COUIDITIONT MES ooh. Acs. Se ees Seen Lite tae eke Rena aNB NR a iE Sie Sia Sedans ai. 874,310 805,319 

$1,258,829 $1,155,738 
Liabilities and Stockholders’ Equity 
Beemer atiigos<Or long tery. debt), ar iente  eeas en ee MOe MU ne. hry cutee a. San toned $ 34,611 
Peeomewavagierand accrued Wiabiliies: kite tee eee ORME hee) Sao a ees 52,401 53,402 
MMe AR sUAV ALEC 1.2 LG nit, nil ass aly ines Sa ney Meee oN eR mee meee aE MOMRPRE ION Geass cago ad Ere 3,529 7,384 
melsiaq income taxes applicable to. Current aSSelS o.oo ve se ik ee cB eae ilele a os 9,350 8,690 

otal UrrmehnniabiitiGs 3.7.0 cea nc sali, Mean tM Ree cram ene siete ce ee kere. 85,005 104,087 
PEG ita NCounO CULCEN NY Da VaDIC Wo) 56 kin run Rates les ay Pee ata ed ek Wee Sale, 10,150 9,250 
Bengucnimcdeot: leSsacurrent. Maturities 3 fw ance ae Se se MGS Co Caachi g Ph igus wi wee: aoe wie 318,661 227,913 
merctreu credit — proceeds from advance gas sales’ Nich. ee ee be eek 5,596 7,568 
Supt els Bs la (ere lag tapas 4 ON Ree Ai en De Ae Me SONU Ce. 1H AAA SOUbR re = le i i om re A 191,064 178,793 
OMIT SC OCUNLY aio Raat Oe tinal Aho SxS ote oleh ote PR RRT TE le tee Ma a eae Wiese bisrs ade ca aecpal 648,353 628,127 

$1,258,829 $1,155,738 


(1) Restated for effect of foreign currency translation in accordance with FASB No. 8. 


The accompanying statements, which should be read in conjunction with the Consolidated Financial Statements included in the Annual Report to 
shareholders, have been prepared in the ordinary course of business for the purpose of providing information with respect to the interim period ended 
June 30, 1976 and are subject to audit at the close of the year. 
July 20, 1976 Gordon N. McKee, Jr., Vice President and Treasurer 


Lithographed in U.S.A. 
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